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Preface 


This publication marks the inaugural edition by 
the Department of Finance of the Quarterly 
Economic Review, which is intended to replace 
the Department’s Annual Economic Review. The 
purpose of the Quarterly Economic Review is to 
provide a timely, broad overview of the 
important trends in the Canadian economy. It 
will be published approximately four to five 
weeks after the release of the quarterly 
Canadian Income and Expenditure Accounts 
(CIEA). The historical tables that accompanied 
the Annual Economic Review will now be 
published once a year and included in the 
summer edition of this publication. 


The Quarterly Economic Review is designed to 
serve the needs of a wide variety of readers, 
from those who require just a quick overview to 
those wishing more detailed analysis of current 
economic developments. It is the intent of the 
Department of Finance in preparing the 
Quarterly Economic Review to provide a broad 
perspective on recent economic developments. 


With its reliance on graphs, the Quarterly 
Economic Review should be an easy-to-use and 
handy reference document. 


Special reports on topical subjects are included 
in the Quarterly Economic Review to present the 
analytical work of the staff of the Department 
of Finance on current issues. Readers are 
encouraged to comment on these special 
reports. Comments should be directed to 
Michael Kennedy (613-992-5603), Assistant 
Director, Economic Analysis and Forecasting 
Division, Fiscal Policy and Economic Analysis 
Branch, Department of Finance, Ottawa, 
Ontario, KIA 0GS5. 


The majority of the data used in the Quarterly 
Economic Review come from Statistics Canada. 
Other regular sources of data are: the Bank of 
Canada, The Conference Board of Canada, 
Canada Mortgage and Housing Corporation, 
the Canadian Real Estate Association and the 
OECD. The cut-off date for the data reported 
here is September 5, 1986. 
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Growth slows in the first half of 1986 among major industrial countries, 
but economic fundamentals remain sound. 
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Consumer expenditures rebound in the second quarter as interest rates fall, household 
financial positions continue healthy and confidence reaches record high. 
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Following a drop in the first quarter as mortgage rates rose, starts recover in the 
second quarter spurred by falling interest rates. 
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Sharp declines in energy investment, but investment spending in non-energy sector 
up substantially for the second year in a row. 
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Substantial accumulation of inventories contributed to growth in the first quarter, 
and inventory investment maintained through the second quarter of this year. 
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Federal deficit (on CIEA basis) averages about $24 billion in the first half of 1986, 
down sharply from last year. 
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Current account registers record deficit in first quarter of this year, as terms of trade 


deteriorate and export markets weaken; second quarter sees a noticeable improvement. 
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Levels of employment growth and unemployment rate have both fluctuated 
considerably over 1986 to date with the unemployment rate averaging near its 
current level of 9.7%. 


MEE TECOEAINIDRNY ADE. SOCOM Cin oie etre ree eis ie i ass wlaile oto ae elec oe ee ea oye Deters, Mates os ahs 


Price increases and wage pressures remain moderate, with CPI inflation around 4%. 


POUTRSTA CHAN COLO Rar Rae ces he oe os Oe wh ad & eee hs See ew 


After sharp rise in first quarter, short-term interest rates subsequently fell to their 
lowest levels in eight years. 
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Decennial Revisions to Statistics Canada’s Canadian Income and Expenditure Accounts 


A review of the definitional, presentational and measurement changes made to 
these indicators of Canadian economic activity. 
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A comparison of the performance of the Canadian and U.S. economies in the 
current recovery. 
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1. The Economy in Brief 


. households and ii irms rms 


Summary 


The Canadian economy grew at an average 
annual rate of 2.6% in the first two quarters of 
1986, following a 4.0% increase for 1985 as a 
whole and a strong 5.2% rise during the second 
half of last year. A slowdown in the pace of 
economic expansion from the rapid second-half 
pace was generally anticipated early in the year, 
but the nature and extent largely reflects 
unexpected developments in the international 
economy: the precipitous declines in world oil 
and grain prices, large currency fluctuations, and 
the unanticipated weakness in the three largest 
industrial countries, the U.S., Japan 

and Germany. 


These unfavourable international developments 
buffeted the Canadian economy during the first 
half of this year. In conjunction with the sharp, 
temporary increases in short-term interest rates 
associated with the weakness in the Canadian 
dollar early in the year, they combined to create 
consumer and investor uncertainty which 
weakened final domestic demand (Chart 1.1). 
Notwithstanding these developments, output 
continued to grow, initially due to strong 
inventory investment and, in the second quarter, 
an improvement in Canada’s real net trade 
position. Developments over the second half of 


the year will be shaped importantly by both 
domestic factors and growth prospects elsewhere 
in the major industrial countries, as well as by 
the degree of progress made in reducing 
imbalances in the world economy. 
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Chart 1.2 Chart 1.3 


Output in Canada and Business Investment 
Major Trading Partners Intentions, 1986 


Year-over-year per cent change 


Per cent change (annual rate) 


(First half of 1986) 


0 + 
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Germany Energy Manufac- 
turing 


Main Economic Indicators 


1985 1986 1986 Latest 
1984 1985 Q4 Ql Q2 Data Period 
Output and demand 
Real GDP growth (%, a.r.) a5 4.0 Tee 2A 3.1 
Real GNP growth (%, a.r.) 5:3 4.0 6.2 1.0 4.4 
Real final domestic demand (%, a.r.) 2.9 4.6 5.3 —0.4 0.6 
Manufacturing shipments (%, a.r.) 12.3 Tes eT —2.9 — 6.3 — 34.5 (June) 
Trade balance ($b, a.r.) 20M GES) 16.1 9.2 Wey Ses (June) 
Labour market 
Unemployment rate (%) it.s! 10.5 10.2 9.7 9.6 9.7 (Aug.) 
Employment growth (%, a.r.) Ds 2.8 4.2 6.1 0.8 Sal (Aug.) 
Costs and prices 
Consumer price inflation (%, Y/Y) 4.4 4.0 AyD Al 9 3.9 4.2 (July) 
GDP price inflation (%, a.r.) 3.6 3.4 1.6 Da) 1.9 
Unit labour costs (% change, a.r.) 1.9 Shell —1.6 Pd} 0.3 
Financial 
Exchange rate (U.S.$/Can.) OFT. 0.731 0.723 0.707 0.725 O22 (Sepia) 
Prime interest rate (%) 21 10.58 10.00 12.00 10.58 9.75 (Sept. 5) 
l-year mortgage rate (%) 12.0 10.31 9.83 Li bed I4/ 9.92 9.75 (Sept. 5) 


Canada was not the only country to experience 
slower growth in the first part of this year. 
Existing trade and fiscal imbalances in the world 
economy coupled with uncertainties engendered 
by rapidly adjusting exchange rates and large 
movements in commodity prices markedly 
slowed first-half growth among Canada’s 
principal trading partners (Chart 1.2). 


Nonetheless, the OECD countries in general 
should benefit from the decline in oil prices and 
the drop in interest rates. Growth prospects for 
these countries over the second half of 1986 and 
into 1987 are improving markedly; in fact, the 
OECD currently is forecasting growth in 
industrial economies to be above potential over 
the next 12 months. 


In this context the economic fundamentals in 
Canada suggest that the Canadian economy is 
well-poised to realize substantial benefits from 
increased world growth. Interest rates and the 
unemployment rate are lower than they have 
been for several years. Consumer confidence 
turned up in the second quarter. The financial 
positions of the household and corporate sectors 
are generally healthy. Growth in labour costs 
and consumer prices are moderate with good 
prospects for further improvements in Canada’s 
international competitiveness. 


Economic Growth Slows 
in the First Half of the Year 


The slowdown in growth during the first half of 
1986 reflected weakness in final domestic 
demand (Chart 1.1). In the first quarter, both 
residential construction and consumer spending 
on goods declined and business non-residential 
investment was flat. From March onwards, as 
interest rates fell sharply, consumer expenditure 
on goods and residential construction 
rebounded, but were offset as business 
non-residential investment plummeted due to the 
collapse of energy investment. A large increase 
in inventory investment in the first quarter 
boosted production more than enough to offset 
a large decline in net exports. The sources of 
output growth were substantially different in the 
second quarter with a sharp improvement in real 
net trade and healthy consumption spending 
leading the way. 


Investment Picture Mixed 


Statistics Canada’s Mid-Year Private and Public 
Investment Intentions survey points to a weak 
1.7% growth in nominal investment spending in 
1986, due solely to projected large declines in 
energy investment (Chart 1.3). In contrast, the 
survey also projects a healthy 8.7% increase in 
non-energy investment, with much of the growth 
concentrated in the manufacturing sector which 
is expected to register a strong increase of 
26.7%. According to the survey, 1986 will be the 
second year of strong non-energy investment 
growth. Furthermore, given the extent of invest- 
ment declines so far in 1986, the PPI survey 
suggests that total private sector investment 
should not be a source of weakness over the 
remainder of the year. 


Short-Term Interest Rates 
Reach Eight-Year Low 


Following a sharp run-up early in the year when 
the Canadian dollar was under temporary 
pressure (Chart 1.4), short-term interest rates 
(90-day Commercial Paper) decreased four 
percentage points to near 8.5% by May, their 
lowest level in eight years. The resulting drop in 
the chartered bank’s prime rate to 9.75% on 
July 18 marks the first time in eight years that 


Chart 1.4 


Canadian and U:S. 
Short-Term Interest Rates 


Per cent 


(90-day Commercial Paper) 


1984 1985 1986 


this rate has been below 10%. Long-term interest 
rates (e.g. corporate bond rates) decreased to 
eight-year lows in the first quarter. 


Strong Inventory Accumulation 


Over the first half of the year, inventory invest- 
ment, which has been high by recent historical 
standards, was an important source of strength 
for the Canadian economy. Although inventory 
accumulation will probably ease over the second 
half of the year, the stock-to-sales ratio, which 
remains close to its low average value of the last 
three years, suggests an actual decumulation of 
inventories is unlikely. 


Current Account Deficit 
Increases Substantially 


The current account deficit reached a record 
level of $11.4 billion (at annual rates) in the first 
quarter but improved significantly in the second 
quarter reaching $7.3 billion. The deterioration 
in the first half of the year was due mainly to 
the significant erosion in the terms of trade 

(i.e. low oil and grain prices). Exports were also 
affected by slower growth in U.S. domestic 
demand as well as weakness in the growth of 
some of Canada’s major overseas trading 
partners. Some improvement over the near term 
in our trade with overseas countries is likely to 
materialize in response to the significant depreci- 
ation of the Canadian dollar against those 
currencies as well as an expected pick-up in 
overseas economic activity. 


Canadian Dollar Stabilizes 


The Canadian dollar, after experiencing 
downward pressures early in the year that 
resulted in a record low of U.S. $0.6913 on 
February 4, rebounded in early March. Since 
then it has traded around U.S. $0.72. 


Inflation Remains Moderate 


Consumer price increases during the first seven 
months of the year remained around 4% (on a 
year-over-year basis) reaching a low of 3.7% in 
June before rising to 4.2% in July. Another 
measure of inflation, the change in the GDP 
deflator, registered a more modest 2.5% 
year-over-year increase in the second quarter. 
Since March, there have been sharp declines in 
the price of petroleum products. Continued 


moderate wage settlements and productivity 
growth augur well for future inflation prospects. 


Consumer Confidence Increases 


After falling in the first quarter, the Conference 
Board’s Index of Consumer Attitudes rose 
sharply in the second quarter. Consumer 
expenditures on goods rebounded in the second 
quarter and the personal savings rate reached a 
seven-year low. 


Unemployment Rate Averages 9.7% 
for the First Half of 1986 


Despite the large fluctuations experienced since 
March, employment in August was only slightly 
below its January record level and still above its 
year-end levels. For the first eight months of the 
year, employment levels averaged 3.4% greater 
than the corresponding period last year. The 
unemployment rate, which continued to decline 
over the February-to-June period (Chart 1.5), 
increased to 9.9% in July before falling to 9.7% 
in August, its average since January. 


Chrartal.5 


The Unemployment Rate 
Since September 1984 


Per cent 
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Change in Real Consumer Expenditure by Category 


Chart 2.3 
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Chart2.5 


Credit Interest Payments 
as a Share of 
Personal Disposable Income 


Per cent 
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Chart 2.6 


Ratio of 
Personal Financial Wealth to 
Personal Disposable Income 


The high personal savings rate of recent years, 

coupled with declining interest rates and rising 

equities markets, have increased personal wealth. 
1.5 As a result, the personal sector is in a healthy 
financial position. One indicator of this health 
is the ratio of consumer credit interest payments 
to personal disposable income, which remains at 


» 


1.4 low levels despite the increases in the first and 
second quarters of 1986 (Chart 2.5). Another 
pe indicator is the rising ratio of personal financial 
wealth to personal disposable income 
13 (Chart 2.6). 
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3. Housing 


Chart 3.1 


Change in Real Residential Investment 


Per cent change — Annual rate 


1983 1984 1985 198532 1985:3 1985:4 1986:1 1986:2 


Chart 3.2 


Change in Components of 
Real Residential Investment 


Per cent change — Annual rate 


1983 1984 1985 1986:1 1986:2 


New construction C44 Improvements 
ZZ Transfer expenditures 


Real residential investment increased 8.3% (at an All three major components of residential 
annual rate) in the second quarter, following a investment rebounded in the second quarter, 
large decline in the first quarter (Chart 3.1). with transfer expenditures (real estate 

These quarterly developments followed three commissions) experiencing the largest increase 
quarters of exceptionally strong growth that (Chart 3.2). 


raised residential investment to a record level in 
the fourth quarter of 1985. 
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Chart 3.7 


Shares of Components of 
Real Residential Investment 


The recently revised Income and Expenditure Of some interest is the evolution of these shares 
Accounts data included a redefined measure of over time. The upward trend in the share of 

the alterations and improvements category of improvements since 1971 compared to new 

real business residential investment expenditures. construction has helped to bolster construction 
This change, which was designed to measure employment due to the relatively greater labour 
more accurately residential investment, has intensity of alterations and improvements 
significantly increased the level of this compared to new construction. 


component and its share of residential 
investment. Chart 3.7 shows the shares of the 
various components of residential investment. 


4. Business Non-Residential Investment 


Chart 4.1 


Real Business Fixed Investment 


50 Billions of 1981 dollars — Annual rates 


Real business non-residential fixed investment 
fell 17.1% (at annual rates) in the second 
quarter as continued strength in investment 
outside the resource sector was not sufficient to 
offset a substantial decline in oil and gas 
investment. However, even with the large 
investment decline in the oil and gas sector, total 
investment remained above levels in early 1985, 
reflecting the substantial investment growth in 
mid-1985 and continued strong investment 
conditions in the non-resource sector. Given 

the extent of weakness in investment to date 

in 1986, the Mid-Year Private and Public 
Investment Intentions Survey would suggest that 
private business investment should not be a 
source of economic weakness in the second half 
of 1986. 


Chart 4.2 


Change in Nominal 
Business Fixed Investment 
(Mid-Year Forecast) 


The results of the Mid-Year PPI Survey indicate 
that the weakness in investment in 1986 is 
emanating largely from the oil and gas sector, 
due to the abrupt fall in international crude 
petroleum prices commencing early in 1986. 
Nominal investment growth in the oil and gas 
industry is expected to decline 31.9% this year 
after increasing 16.2% in 1985. Outside the oil 
and gas sector, investment growth is expected to 
continue to strengthen in 1986. In particular, 
manufacturing investment growth is expected to 


Oil and gas 
GH Non-oil and gas 


register a strong 26.7% advance in 1986 
outstripping the 23.8% growth in 1985. 


1984 1985 1986 


Chart 4.3 


Manufacturing Capacity Utilization 
(Bank of Canada Measure) 


Per cent 
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Chart 4.4 
Corporation Profits Before Taxes 


as Billions of dollars — Annual rates 


Conditions appear favourable for continued 
healthy growth in non-energy investment 
throughout 1986. Capacity utilization rates 
increased strongly throughout 1985 to levels only 
slightly below the 1977 to 1980 average 

(Chart 4.3). Although corporate profits fell 
substantially in the first quarter, largely because 
of falling oil prices, they firmed somewhat in 
the second quarter and are above their 
pre-recession peak level (Chart 4.4). 
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Chart 4.5 


Short- and Long-Term 
Corporate Interest Rates 


Per cent 


Financing costs have improved markedly, both 
as interest rates have fallen to their lowest levels 
in eight years (Chart 4.5) and stock prices have 
continued to strengthen. The financial position 
of the non-resource sector of the economy, 
which accounted for 60% of investment in 1985, 
remains healthy. Debt-to-equity ratios are at 
their lowest levels in over nine years allowing 
corporations comfortably to acquire new debt 
for investment (Chart 4.6). Liquidity, as 
measured by the interest-coverage ratio, has 
recovered substantially from recession levels 


(Chart 4.7). 
1980 1982 1984 1986 
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Chart 4.6 Chart 4.7 
Non-Resource Sector Non-Resource Sector 
Debt-to-Equity Ratio of Interest-Coverage Ratio 
Large Industrial Corporations (Cash Flow/Interest Costs) 
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Chart 4.8 


Net Proportion of Managers Who 
Think it is a Good Time to Invest 


Per cent 


The Conference Board of Canada’s Survey of 
Business Attitudes shows that managers’ 
evaluations of investment prospects remain 
positive, a situation similar to the pre-1981 
period and in stark contrast to the investment 
recession over the 1982-1984 period. 
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Chart 4.9 


Value of Business 
Non-Residential Building Permits 


Billions of dollars — Annual rate 


The rising value of business non-residential 
building permits also points to continued 
strength in non-residential construction expendi- 
tures outside of oil and gas drilling. By the end 
of 1985, the value of permits had reached its 
pre-recession peak and since then has registered 
further gains. 
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5. Business Inventories 


Chart 5.1 


Business Inventory Investment 


Billions of 1981 dollars 
8 


Business inventory investment has had a volatile 
and substantial impact on output growth over 
the past year and a half (Chart 5.1). In the first 
quarter of 1986 the increased inventory accumu- 
lation exceeded the increase in real GDP, with 
all of the gain occurring at the retail and 
wholesale level. In the second quarter, this 
situation reversed with a slight reduction in 
inventory investment. This reduction in business 
inventory investment was in most part compen- 
sated for by farm inventories which more than 
doubled. Despite this decline in inventory 
investment in the second quarter, the $4.4 billion 
business inventory accumulation (in 1981 dollars) 
is high by recent historical standards. Most of 
the accumulation occurred at the wholesale and 
manufacturing level. As a result, inventory 
investment will probably ease during the next 
couple of quarters. 


Chart o.7, 


Goods-Producing Sector 
Inventory-to-Sales Ratio 


Despite the last two quarters of very strong 
inventory accumulation, the inventory-to-sales 
ratio remains only slightly above its average of 
the past three years and much below levels of 
the late 1970s. 
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6. Government Sector 


Chart 6.1 


Federal Deficit 
(CIEA Basis) 


Billions of dollars — Annual rate 


The federal deficit on a Canadian Income and 
Expenditure Accounts (CIEA) basis diminished 
substantially in the first half of 1986 (Chart 6.1) 
as total spending declined in absolute terms. 
The decline was in part due to the freeze on 
discretionary spending. 


For the first half of 1986, revenues advanced 
6.7% while expenditures declined 4.2% 

(Chart 6.2). The revenue category that 
experienced the fastest growth was direct taxes, 
persons. Spending on goods and services, 
transfers to persons and debt interest all grew 
slowly. The category ‘‘other” spending fell 
sharply in the first half of 1986, reflecting 
reductions in subsidies, capital assistance and 


1984 1985 1985 1986 capital formation. 
First Second First 
half half half 
Chart 6.2 


Change in Federal Government 

Revenues and Expenditures in the First Half of 1986 
(CIEA Basis) 
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Chart 6.3 


Provincial and Local Governments and 


Hospitals Balance 


(CIEA Basis) 


Billions of dollars — Annual rate 
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The consolidated provincial-local-hospital (PLH) 
sector averaged a deficit of slightly over 

$2 billion in 1985, before increasing to 

$5.6 billion (annual rates) in the first half of 
1986 (Chart 6.3). The increase in the deficit in 
the first half reflected, in part, weakness in 
revenues for direct taxes corporations, and 
investment income, and increased spending 
across most components. 


For the first half of 1986, PLH revenues rose 
4.7% and expenditures rose 7.6% (Chart 6.4). 
Revenue growth was led by increased direct taxes 
persons and indirect taxes. The decline in federal 
transfers was attributable to the high level that 
occurred in the first half of 1985 as.a result of 
retroactive payments made at that time. The 
strength in expenditure growth was widespread, 
led by increased spending on debt interest 

and subsidies. 
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7. Foreign Trade and International Developments 


Chart 7.1 


Current Account Balance 


Billions of dollars — Annual rates 
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Chart 7.2 


Merchandise Trade Balance with 
U.S. and Other Countries 


Billions of dollars — Annual rates 


1984 


1985 86:1 


US: 
Other countries 


After reaching a record deficit of $11.4 billion 
(at an annual rate) in the first quarter, the 
current account deficit was reduced significantly 
in the second quarter to $7.3 billion (at an 
annual rate). The sharp deterioration in the first 
half of the year was mainly due to the sudden 
fall in the terms of trade (principally energy and 
grain prices) and weakness in export markets. 


The deterioration in the merchandise trade 
balance from $16.1 billion (annual rate) in the 
fourth quarter of 1985 to $9.2 billion in the first 
quarter of 1986 was broadly based geographi- 
cally. The surplus with the U.S. fell and the 
deficit with overseas countries increased. In the 
second quarter, the surplus with the U.S. 
improved by enough to offset the growing trade 
deficit with our overseas trading partners which 
began deteriorating in early 1984. However, 
some improvement over the near term in our 
trade with these countries is likely to materialize 
in response to the significant depreciation of 
the Canadian dollar against overseas currencies 
as well as an expected pick-up in overseas 
economic activity. 
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Chart 7.3 


Changes in Real Merchandise 
Exports and Imports 


Per cent change — Annual rates 
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In real terms, the merchandise trade balance 
improved substantially in the second quarter 
with the drop in the value of imports out- 
weighing further weakness in the value of 
exports. The weakness in exports was, in part, 
the result of slower U.S. demand for motor 
vehicles. Also, the reduction in world demand 
for wheat and fabricated materials contributed 
to the overall decline in exports. 


After five quarters of continued increase, the 
volume of imports decreased sharply in the 
second quarter due to reduced imports of motor 
vehicles from the U.S. and overseas countries. 
Imports of consumer goods, industrial materials 
and machinery and equipment also decreased 
1984 1985 85:1 85:2 85:3 85:4 86:1 86:2 significantly. 


RASH MH Oooyd 


Exports 
Imports 


Chart 7.4 
Merchandise Terms of Trade 
1981 = 120 


General weakness in commodity markets caused 
the terms of trade (defined as the ratio of 
export to import prices) to decline sharply in the 
first half of the year. The sharp drop in the 
export prices of energy products reflected the 
fall of world crude oil prices, while grain prices 
decreased considerably following the 
introduction of the U.S. Farm Bill. With the 
depreciation of the Canadian dollar over the last 
year, principally against overseas currencies but 
also against the U.S. dollar, the import prices of 
end products and industrial materials and food 
increased significantly. 


1981 1983 1985 


22 


Real GNP/GDP Growth in Major OECD Countries 
in 


Chart 7.5 
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8. The Labour Market 
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Chart 8.1 


The Unemployment Rate 
Since January 1985 


Per cent 
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Chart 8.2 


Recent Growth in 
Employment and the Labour Force 


Per cent change — Annual rates 


Labour force 
@8 Employment 
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Over the last year and a half, the unemployment 
rate fluctuated about a strong downward trend. 
During the first six months of 1986, the rate 
continued to decline, reaching 9.5% in June. In 
July, however, it jumped to 9.9% before falling 
back to 9.7% in August. 


The total unemployment rate has fallen 

3.1 percentage points since December 1982, 
representing a drop in the level of unemploy- 
ment of 295,000, in the face of a large 834,000 
increase in the labour force. Over this same 
period, the adult unemployment rate declined 
2.0 percentage points, while the rate for youths 
has fallen 5.9 percentage points. 


The large increase in the number of jobs 
recorded in the first quarter of this year 
(January saw a record 129,000 jobs created), was 
in response to the strong increase in output over 
the last half of 1985. This was followed by 
much weaker employment gains over the second 
quarter as output growth slowed in the first half 
of 1986. The August employment level remains 
about the same as that in January. Despite this 
pattern of employment developments over the 
year to date, the average employment level for 
the first eight months of 1986 is 3.4% above the 
same period in 1985. 


Changes in labour force participation have, 
however, tended to dampen the effect of 
employment changes on the unemployment rate, 
except in the second quarter when the labour 
force remained unchanged. 
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Chart 8.3 


Employment Changes by Age and Sex Groups 


Per cent change 
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Both youths and adults shared in the increasing 
pace of job creation over the last half of 1985 
and the first quarter of 1986. The slowing 
employment growth in the second quarter 

was concentrated in adults, as youth employ- 
ment growth continued to increase, reaching its 
highest rate in a year. On average in the first 
two months of the third quarter, however, 
youths accounted for much of the 

employment weakness. 


Chart 8.4 


Employment Growth in Goods and Services 


Per cent change 


1986 1986 1985 1985 1986 1986 
ie OZ Q3 =Q4 Ql Q2 
Adult men Adult women 


Goods employment led employment growth in 
the first quarter of 1986, but it declined sharply 
in the second quarter and during the first two 
months of the third quarter. Services employ- 
ment growth has been more stable, showing little 
variation about a steady pace of growth over the 
last four quarters. 
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Chart 8.5 


Employment Change by Province 
In 1986 


Per cent change 


1986:1 
MMB 1986:2 


In the first quarter of 1986, employment grew in 
all provinces except Manitoba. There was a 
greater divergence of employment experience, 
however, in the second quarter. Alberta and 
Saskatchewan, in particular, suffered sharp 
declines in employment in reaction to falling 


Ont. Man. Sask. Alta. Be 


oil and grain prices; at the same time, 
Newfoundland and Prince Edward Island 
registered large rates of increase and healthy 
paces of growth were also recorded in B.C. and 
Ontario. 
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9. Price and Wage Sector 


Chart 9.1 
GDP Inflation 


Per cent change — Year over year 
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The first half of the year witnessed further 
moderation in overall price increases. The rate 
of increase of the GDP implicit deflator 
(Chart 9.1), the broadest measure of the prices 
of Canadian output, eased to 2.5% (year-over- 
year) in the second quarter while CPI inflation 
rate was 3.9% during the same period 

(Chart 9.2). Differences between the two 
measures of inflation reflect the drop in the 
terms of trade over the first half of the year. 
Underlying the first-half developments were the 
offsetting effects of a sharp decline in the price 
of energy and increases in the prices of several 
other goods and services. 


In the case of the CPI, the decline in the energy 
component reflected lower prices for gasoline 
and fuel oil. These declines were mitigated to 
some extent by several other factors that tended 
to increase the CPI excluding energy since the 
beginning of the year. These include: 


¢ increases in federal and provincial 
indirect taxes; 


e the depreciation of the Canadian dollar 
relative to the currencies of our Overseas 
trading partners; and 


Chart 9.2 
CPI Inflation 


7 Per cent change — Year over year 


1983 1984 1985 86:1 86:2 


e large increases in the price of new houses 
(principally in Central Canada) and in the 
price of certain services, notably automobile 
insurance and public transportation. 


Despite the noticeable increase of the CPI 

and certain raw material prices in July (due 

in good part to higher food prices), the outlook 
for inflation remains encouraging: 


¢ unit labour cost increases have remained 
low since the beginning of the year (Chart 9.5 
and Table 9.1) in the face of moderate wage 
rate increases; 


effective wage settlements, a determinant of 
future cost pressures, remain moderate and 
stable (Chart 9.6) in all areas of the country 
including Central Canada (Chart 9.7) where 
unemployment rates have declined most 
noticeably; and 


¢ non-mineral fuel commodity prices remain 
weak and are currently only 3.0% higher than 
in January 1984 (Chart 9.4). 
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Chart 9.3 


CPI as of July 1986 


Per cent change — Year over year 


Table 9.1 


Major Indicators of Inflation” 


(Per cent change) 


CPI — all items 
CPI — energy 
GDP deflator 
Total domestic demand 
excluding imports 
Unit labour costs 
Average wage 
Labour productivity 
Profit margins 
(Profit per unit of output) 
Effective wage settlements 


Industrial product price index (IPPI)?? 
Raw materials price index (RMPI) 


Chart 9.4 


Commodity Prices — Level 
(Raw materials excluding mineral fuels) 


Index — January 1984 = 100 


2 1984 
1985 

1984 1985 QI Q2 Q3 
(annual rates) 
24) -4.0-" 5.0 3.9 3.8 
Dro FO Osenl i e2 2) = 379 
3:60) 5:4- 451 Syl 4.7 
41 4.1 6.4 322 4.6 
bee ees | 5.0 4.5 
4.9 . : 133 526 
S.Of aie 1.8 -—3.5 Ne 
G6 © 0.6" 7-4 = 16235) 213 
336: « 33658 33 ae 3.8 
G55 2 8624-9 oe2 0.1 
3-Oia | le aG-2 ee 1 Oe 10.4 


1985 1986 


1986 


OF5 Q2 


4.0 4.9 ed 
[4 OS oe 
1.6 2.0 2 


4.0 4.3 4.5 
11.6 ONG O38 
| a 1 | Za 
3.00 3.7) Pp 


2128 Aloe CO” 
3.8 3:5 Su) 
aie | 4.1 5:5 
8.8 —28.5 —48.1 


n.a. 
n.a. 
0.3 
Saas 


(1) Using seasonally adjusted data for relevant series. The CPI energy index is seasonally adjusted by the Department of Finance. 


(2) Seasonally adjusted data not available. 
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Wage Settlements 
All Industries 


Chart 9.6 


Average Wage Rate 
and Unit Labour Costs 


Chart 9.5 
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Wage Settlements by Regions 


All Industries 


Chart 9.7 
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10. Financial Sector 


Chart 10.1 


Canadian Dollar 
(Closing Value) 


Cents U.S. 
4 


After experiencing severe downward pressure 
early in the year, reaching a record low of 

U.S. $0.6913, the Canadian dollar rebounded 
quickly. Since then it has been relatively stable, 
with most trading occurring in a range of 

71.5 - 73.0 U.S. cents (Chart 10.1). 


Both the Canadian and U.S. dollars have 
depreciated substantially against major overseas 
currencies since early 1985 (Chart 10.2) when the 
U.S. dollar peaked in international markets. By 
August, although the Canadian dollar had only 
fallen slightly against the U.S. dollar, it had 
depreciated against a trade-weighted average of 
major overseas currencies by 34.9%. Against a 
trade-weighted average of major currencies 
including the U.S. dollar (that is, those of the 


a = S ae Gi a es 4 Q G-10 countries), the Canadian dollar has 
Boge 2 iS) 2 Sub 2S depreciated by 7.8% since March 1985. 
Chart 10.2 


Changes in the Value of the Canadian Dollar 
Relative to the Currencies of Major Trading Partners 
As of August 1986 


Per cent change 
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Chart 10.3 


Canadian Short- and Long-Term 
Interest Rates 


Per cent 
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Chart 10.4 


Canadian and U.S. Uncovered Differential 
On 90-Day Commercial Paper 
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Short-term interest rates rose dramatically in 
January and February as the Canadian dollar 
came under severe downward pressure 

(Chart 10.3). Since early March, however, they 
have dropped to their lowest levels in eight 
years. Canadian long-term rates declined with 
those in the U.S., although at a more moderate 
pace. The rapid decline in U.S. long-term rates 
was a result of reduced inflationary expectations 
accompanying the fall in oil prices and positive 
market sentiment accompanying the passage of 
the Gramm-Rudman Bill. The yield curve, which 
was sharply inverted in early 1986, has now 
returned to a more normal, upward slope. 


Responding to the sharp depreciation of the 
dollar in early 1986, the differential with 

U.S. short-term interest rates widened from its 
year-end value of 140 basis points to a peak of 
450 basis points in mid-February, its highest 
level since mid-1982 (Chart 10.4). With the 
recovery in the Canadian dollar relative to the 
U.S. dollar, the differential fell off sharply, but 
remained in the range of 170-300 basis points, 
well above averages observed during the 1970s. 
By late August, the differential widened again 
somewhat as U.S. short-term rates declined while 
Canadian rates remained relatively stable. 


Chart 10.5 


TSE 300 Composite Index 
(Month-End Closing Quotation) 
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Chart 10.6 


The stock market set a record high in mid-April, 
touching values above the 3100 level (Chart 10.5) 
although it has since lost some of this ground. 
Reflecting the drop in oil prices, oil and gas 
shares have declined since late 1985 (although 
not to the extent that they fell in mid-1981) 
while stocks related to the non-energy side of 
the economy, such as the companies represented 
by the TSE Merchandising Index, have soared in 
value (Chart 10.6). 
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Special Reports 


These special reports were prepared by: 


Cliff Halliwell, Chief, Household Sector, 
Economic Analysis and Forecasting Division, 
Fiscal Policy and Economic Analysis Branch, 
Department of Finance. 


11. Decennial Revisions to Statistics Canada’s 
Canadian Income and Expenditure Accounts” 


Introduction 


With the publication of the Canadian Income 
and Expenditure Accounts (CIEA) for the first 
quarter of 1986, Statistics Canada released a 
comprehensive set of revisions to the CIEA 
dating back to the beginning of 1961. This 
special report outlines the major changes which 
occurred with this revision and describes the 
impact of these changes on selected comprehen- 
sive measures of Our economic performance. 


Changes in this Set of Revisions 


In this round of revisions the following changes 
were made: 


(a) 


(b) 


Rebasing of Deflators and Real Values 
to a 1981 Base 


The price indexes (implicit deflators) were 
rebased to equal 100.0 in 1981 (the base was 
formerly 1971). As a result the current and 
real values for various components of the 
accounts are equal to each other in 1981. 
This regular decennial rebasing is done so 
that the estimates of changes in real activity 
levels better reflect recent relative prices. 


Change from a National to a 
Domestic Product Basis 


Statistics Canada has changed the 
definitional/presentational basis of the 
CIEA. Formerly, the accounts were reported 
on a national product basis; that is, the 
growth in gross national product represented 
the growth in output produced by Canadians 
regardless of whether or not that production 
took place within the boundaries of Canada. 
Thus, investment income received by 
Canadians from abroad represents returns to 
Canadians from the production of goods 
and services abroad and, as such, is included 
in gross national product. On the other 


hand, investment income paid to foreigners 
arising from income produced within the 
borders of Canada is excluded from gross 
national product. 


The new accounts are reported on a 
domestic product basis. On this basis the 
level of output represents production within 
the borders of Canada regardless of to 
whom the income associated with that 
production accrues. Accordingly, Statistics 
Canada will be reporting the growth in real 
gross domestic product (GDP), not real 
gross national product (GNP), although 
nominal GNP will still be available in 

the published tables (and real GNP can 

be calculated). 


The GDP concept can be thought of as 
more consistent with how we typically think 
of economic activity - as the output 
produced in Canada. Thus, it is more closely 
related to other key indicators of our 
economic health, such as job creation. In 
addition, this concept has a greater 
consistency with other published data 
(especially the monthly and provincial 
measures of GDP). Finally, it is also more 
consistent with international reporting 
standards, although the U.S. continues to use 
the national product basis. 


Since Canada is a net debtor country whose 
investment income (interest and dividends) 
paid exceeds investment income received, the 
level of GDP is higher than GNP. Never- 
theless, the annual growth rates of the two 
seldom differ by much although, on a 
quarter-to-quarter basis, there can be signifi- 
cant differences in the growth of GNP 
relative to GDP as a result of fluctuations in 


(1) The purpose of this report is to provide a thumbnail sketch of the recent, major revisions to the Income and Expenditure 
Accounts. A more detailed description of the nature and extent of these revisions is available from Statistics Canada. 
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(c) 


the pattern of foreign dividend and interest 
payments and receipts. 


Changes in Expenditure Classifications 


Statistics Canada has changed the classifica- 
tion of some components of expenditures. 
The major changes relate to household and 
unincorporated business expenditures on 
home hardware materials and carpets. These 
were formerly classified as consumer 
expenditures or as current rent-related 
expenses of unincorporated businesses. They 
are now part of the “alterations and 
improvements” component of residential 
construction. This has the effect of raising 
the personal savings rate and substantially 
increasing the estimated level of residential 
construction expenditures. 


(d) Improved Wage and Salary Estimates 


(e) 
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Statistics Canada has improved its estimates 
of the wage and salary income of low 
income earners. These earners are not well 
captured in the available data and Statistics 
Canada has determined that they were 
formerly underestimated. Improvements in 
the estimates of the industrial distribution of 
wage and salary income have also been 
made. The impact has been to raise the 
estimate of the level of labour income by 
about 1.0% or $1.9 billion in 1981. 


Improved Computer Purchase Prices 


Statistics Canada has substantially changed 
its estimates of computer purchase prices. 
The former estimate did not adequately 
capture the quality improvements in 
computers in recent years and thus over- 
stated greatly the real “‘price” increases for a 
given amount of computing power. The new 
estimates show large absolute price declines 
for computers and show that real investment 
expenditures on computers have increased 
much more than previously shown. This has 
the effect of greatly boosting real investment 
in machinery and equipment. However, it 
has a minimal effect on the level of real 
GDP since most computer purchases are 
imported and thus the higher real spending 
does not translate into higher domestic 
production. 


(f) 


Greater Published Detail 


Statistics Canada has added to the published 
detail available in the Quarterly Income and 
Expenditure Accounts, especially in the area 
of consumer expenditures. 


Impact of the Changes 
(a) Nominal GDP/GNP 


The statistical revisions have not had a 
major impact on the level of nominal GNP. 
The changes increased its level by around 
1.5 to 2.0 percentage points over all of the 
1961 to 1985 period. Importantly, the 
changes have not altered the overall growth 
of nominal GNP since 1961 (Chart 11.1). 


Since Canada is a net debtor country whose 
investment income payments to foreigners 
are greater than investment income received, 
nominal GDP (production within the 
borders of Canada) is estimated to be 3.2% 
higher in 1985 than nominal GNP 
(Canadian-owned production). 


(b) Price Increases 


(c) 


The new revisions show that the average 
annual rate of overall inflation in Canada 
over the 1961-1985 period, as measured by 
the GDP deflator, has been 6.05% rather 
than 6.21%. This was all the result of a 
lower estimate of inflation since 1971 
(Chart 11.2). 


Real GDP 


The new accounts show higher real GDP 
growth than the previous estimates of real 
GNP growth. Over the 1961-1985 period, the 
new estimates show average real GDP 
growth of 4.5% versus 4.2% real GNP 
growth under the old estimates. Most of this 
extra growth stems from a lower estimate of 
inflation over the period and part from the 
shift to a GDP basis. Under the new 
accounts the implicit real GNP growth was 
4.4% as a result of the lower price increases 
(Chart 11.3). (The real GNP data can be 
calculated from the Statistics Canada data.) 


Chart 11.4 shows a comparison of the 
new estimates for both GNP and GDP real 


growth rates since 1961. There is very little 
difference between the growth of these two 
measures, especially when periods longer 
than one year are considered. 


Since 1971, stronger real growth than 
previously estimated is particularly evident 
for residential construction (Chart 11.5), 
investment in machinery and equipment 
(Chart 11.6) and imports (Chart 11.7). The 
first reflects the increased alterations and 
improvements component and the latter two 
are indicative of the lower deflator for 
computer purchases and imports. 


The average growth of the overall machinery 
and equipment deflator from 1971 to 1985 
has been revised down from 7.9% to 4.3% 
while the growth for real investment in 
machinery and equipment has been boosted 
up to 6.9% from 3.6%. However, this 
change has had a minimal effect on the level 
of real GDP since most computer purchases 
are imported and thus the higher real 
spending does not translate into higher 
domestic production. 


(d) Components of Final Domestic Demand 


(e) 


The major change in the composition of 
nominal final domestic demand is the 
increased level of residential investment 
(up in nominal terms from $19.3 billion to 
$25.4 billion in 1985) as a result of higher 
estimates of alterations and repairs. Of _ 
particular note is the fact that residential 
construction expenditures are now almost as 
important a part of the economy as 
non-residential construction and, within 
residential construction, the “alterations 
and improvements” component is almost 
as important as the “new construction” 
component. 


Components of Income 


There was not a substantial revision of the 
income distribution of GNP under the new 
accounts, although on balance the compo- 
nents’ levels were revised upwards. For 
instance, the 1981 share of GNP represented 
by wages, salaries and supplementary labour 
income was revised down from 57.1% to 
56.9% while the share of corporate profits 


(f) 


(g) 


before taxes was unchanged at 9.6%. The 
major changes were to interest and miscel- 
laneous investment income (up from 8.1% to 
8.6%) and net non-farm unincorporated 
income including rent (up from 3.6 to 4.1%). 


Although total wages, salaries 

and supplementary labour income was 
revised up only by 1.0% in 1981, the 
industrial distribution of wage and salary 
income was substantially revised with large 
increases in construction and trade and a 
decline in public administration and the 
primary industries. 


The Personal Savings Rate 


The personal savings rate is significantly 
higher in the new accounts. Over the 
1971-1985 period, the average personal 
savings rate was revised upwards from 10.9% 
to 12.4%. Much of the increase stems from 
the new treatment of alterations and 
improvements in residential construction. 
This boosted the personal savings rate both 
because consumer expenditures were revised 
down when these expenditures were reclassi- 
fied and also because the current expendi- 
tures by owners of rental accommodation 
were reduced, thereby boosting net rental 
income and hence personal income. 


Business Cycles 


These revisions to the CIEA, although 
boosting overall estimates of growth slightly, 
do not alter substantially the cycles in real 
activity observed in the past. The timing of 
the cycles remains more or less the same 
while the amplitude of the most recent cycles 
has been reduced. Focusing more specifically 
on the most recent cycle, the data show that 
the 1981-1982 recession was slightly less 
severe than previously thought but that the 
recovery follows closely the previously 
estimated pattern (Chart 11.8). The most 
substantial changes in the cycle were for 
business investment in both machinery and 
equipment and non-residential construction. 
In both cases, the extent of the fall during 
the recession was increased but the extent of 
the fall in the first year of recovery was 
considerably reduced (Charts 11.9 and 11.10). 
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Chart 11.5 


Real Investment in Residential Construction 


Index197 1s 1-0 
0 


JN 


V7 A 


Old accounts 
eeeees New accounts 


1971 1973 OTS 77 7 1979 1981 1983 1985 


Chart 11.6 
Real Business Investment in Machinery and Equipment 
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Chart 11.7 
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Chart 11.8 
The Current Cycle in Real GNE/GDP 
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12. An In-Depth Comparison of the Canadian and 


U.S. Recoveries, 1981-1986” 


Overview 


For geographical and economic reasons, the 
performance of the Canadian economy is often 
compared to that of the United States. In fact, 
over the postwar period, the two economies have 
tended to move more or less in tandem. In 
terms of overall growth, as measured by GNP, 
the two economies have again shown similar 
developments during the current recovery. 
Indeed, over the 14-quarter period since the 
trough of the recession, the Canadian and 

U.S. economies have exhibited the fastest growth 
among the major industrial countries, with the 
Canadian economy somewhat outpacing that of 
the United States. 


The performance of real GNP in both countries, 
while impressive, masks many features of the 
current recovery which differentiate the 
Canadian from the U.S. experience. During the 
first six quarters of the recovery (the first 
quarter of 1983 to the second quarter of 1984), 
the U.S. economy grew more strongly than the 
Canadian (by approximately 0.5% at annual 
rates) but, more importantly, growth in the U.S. 
was much more balanced with real final domes- 
tic demand roughly equal to real GNP growth 
(Charts 12.1 and 12.2). Canadian growth, on the 
other hand, was highly dependent on net exports 
and inventory accumulation, with real final 
domestic demand growth just under one-half of 
overall real GNP growth (Charts 12.1 and 12.2). 


The latest eight quarters, however, tell a 
different story. U.S. growth over this period has 
decelerated sharply while growth in Canada, 
although lower than in the first six quarters, 
remained robust. More importantly, a growing 
trade deficit undermined the pattern of balanced 
growth earlier evident in the U.S. economy. The 
Canadian economy, on the other hand, 
experienced much more balanced growth than 
previously, with the growth in final domestic 
demand roughly equal to growth in real GNP. 


This special report reviews the Canadian and 
U.S. recoveries since the beginning of 1983 and 
draws attention to the different phases in each. 
At the same time, a comparison is provided of 
the current recoveries in Canada and the United 
States relative to their pre-recession activity 
levels - a comparison which emphasizes the 
legacy of the much more severe recession that 
Canada experienced in 1981-82. 


The First Six Quarters 
of Recovery 


A fundamental characteristic of the first six 
quarters of the recovery was the much better 
balance in sources of demand growth in the U.S. 
than in Canada. In the U.S., real GNP and real 
final domestic demand (real GNP less trade and 
inventories) grew at almost identical rates, with 
all major sectors contributing to the recovery. In 
Canada, the first six quarters of the recovery 
were very unbalanced, with final domestic 
demand increasing roughly one-half as much as 
real GNP (4.5% versus 9.6%). (Charts 12.1 

and 12.2) 


e The relative strength in U.S. final domestic 
demand (9.7% versus 4.5% in Canada) was 
evident in all categories. The gap was 
smallest, but still favoured the U.S., for 
consumption (Chart 12.3), and was most 
evident for business fixed investment 
(Chart 12.4). 


e¢ In the case of business fixed investment, the 
U.S. experienced an investment boom during 
the first six quarters of the recovery period, 
while Canadian investment fell during this 
time. The Canadian weakness reflected the 
extent of the fall in capacity utilization (due 
to the more severe recession in Canada and 
the strength of capital stock growth in the 
immediate pre-recession period), and the 


(1) This report uses real GNP in comparing the two countries. Although not published by Statistics Canada, Canadian real GNP is 
calculated by deflating nominal GNP, which is published, by the GDP deflator. 
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severe deterioration in corporate financial 
positions (due to the previous rapid accumula- 
tion of debt, low capacity utilization, high 
interest rates and, for the primary sector, the 
fall in commodity prices). 


e Thus, while final domestic demand fuelled the 
U.S. recovery, the Canadian recovery was led 
in the first year by inventory change (largely a 
cessation in the large inventory declines 
experienced in 1982) (Chart 12.6) and in the 
second year by net exports. 


e While the second-year Canadian gain in net 
exports partly reflected the strength in the 
US., it also reflected conditions particular to 
the North American auto market - namely 
the shift of American preferences back 
towards large cars which tend to be produced 
in Canadian plants. As a result, net auto 
exports led our gains in net exports. 


¢ Over all, real GNP growth in Canada in the 
first six quarters after the recession was 
slightly less than that in the U.S. (Chart 12.1). 


e With stronger output and employment 
growth, the U.S. unemployment rate fell by 
3.1 percentage points over this period while 
the Canadian rate fell by less than half that 
amount, 1.4 percentage points (Chart 12.9). 


The Latest Eight Quarters 
of Recovery 


Over the next eight quarters (third quarter of 
1984 to the second quarter of 1986), the 
Canadian recovery broadened substantially as 
domestic demand components strengthened 
across the board. Canadian real GNP was now 
growing at a faster pace than that in the US. 
(Chart 12.1), and employment growth in Canada 
significantly surpassed that in the United States 
(Chart 12.8). A number of factors contributed to 
this strengthening of domestic demand: 


e The corporate sector had substantially 
improved its balance sheet and capacity 
utilization rates were rising. 


e The recession and early recovery period had 
created a substantial pent-up demand for 
housing and consumer durables. 


¢ Consumer confidence rose in the face of 
strengthening employment growth, a declining 
unemployment rate and a sharp fall in the 
rate of inflation. 


¢ The personal sector had substantially reduced 
its debt load. 


e The decline in interest rates since mid-1984 
spurred spending in interest-sensitive sectors 
and further enhanced consumer confidence. 


The strength in the latest eight quarters of the 
Canadian recovery has been led by consumer 
expenditure on durables and housing 

(Charts 12.3 and 12.5). Business non-residential 
construction, after experiencing healthy growth 
up to the end of 1985, declined over the first 
half of 1986, mainly in response to dramatic 
drops in energy-related investment. With this 
generally better balance, final domestic demand 
growth and GNP growth in Canada moved more 
in line over this period (Charts 12.1 and 12.2). 


The Labour Market 
in the Recovery 


When looking at the impact of the economic 
recovery on labour markets, it becomes clear 
that Canada’s greater growth over the full 

3 1/2 years of recovery has not translated into 
the same reduction in the unemployment rate as 
occurred in the U.S. 


e In Canada, employment growth over the 
3 1/2 years of recovery has been higher than 
in the U.S. (Chart 12.8). 


e However, the labour force in Canada has 
grown by 1.1 percentage points more than in 
the U.S. over the entire recovery period. 


e As a result, the U.S. unemployment rate has 
fallen by 3.4 percentage points over the 
3 1/2 years of recovery, while the Canadian 
rate has fallen by 3.2 percentage points 
(Chart 12.9). 


Over the latest eight quarters (to 1986:Q2), 
however, Canadian employment growth has been 
substantially stronger than the U.S., and the 
decline in the unemployment rate has been 
larger (Charts 12.8 and 12.9). 
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Other Key Developments in the 
First 3 1/2 Years of the Recovery 
Other noteworthy characteristics of the current 


recovery through to the second quarter of 
1986 include: 


In Canada, the rate of inflation, as measured 
by the CPI, fell by a full 5.8 percentage points 
over the recovery period as opposed to the 

2.8 percentage point decline in the U.S. 

(Chart 12.10). 


Productivity growth in Canada exceeded that 
in the U.S. over the full 3 1/2 years with each 
country experiencing its strongest gain over 
the first six quarters of the recovery. 


Over the recovery period, corporate profits 
rose 65.7% in Canada versus only 41.3% in 
the U.S. (Chart 12.11). In both countries, the 
increase occurred early in the recovery; profits 
in both countries have actually declined over 
the last eight quarters. 


The Canadian federal deficit (on an income 
and expenditure accounts basis) as a per cent 
of GNP has declined over the recovery by 
more than the U.S. deficit, with all of the 
decline coming in the last eight quarters. Over 
the last eight quarters, the U.S. federal deficit, 
as a per cent of GNP, has actually risen 
(Chart 12.12). 


Over the course of the recovery, the total 
government sector deficit (as a per cent of 
GNP) has declined in both countries. This 
decline was actually larger in Canada. 


Growth of real total government expenditure 
in the U.S. at 12.5% has been dramatically 
higher than in Canada (4.9%) over the 
recovery, with most of the difference emerging 
in the last eight quarters. 


Canadian and U.S. Recoveries 
Compared with Pre-Recession 
Activity Levels 


While the Canadian recovery has been somewhat 
stronger than the U.S. recovery, this must be 


viewed in the context of the relatively more 
severe recession that Canada experienced in 
1981-1982 (Chart 12.13). The legacy of the 
1981-1982 recession is that, in spite of the robust 
growth in Canada during the recovery, the 
Canadian unemployment rate remains high 
relative to historical experience and the 

U.S. economy has grown slightly more than the 
Canadian economy relative to the pre-recession 
activity peaks in 1981 (Chart 12.13). 


Relative to pre-recession peaks, U.S. real GNP 
is up 12.2% versus 11.5% for Canada 
(Chart 12.13). 


A larger gap emerges when one looks at final 
domestic demand which has risen 19.3% in 
the U.S. - over twice the 7.3% increase in 
Canada (Chart 12.14). This is mainly due to 
the large difference in business non-residential 
investment, but also reflects the fact that 

U.S. final domestic demand did not fall over 
the course of the recession. 


Canadian employment growth relative to the 
pre-recession levels has been roughly one-third 
less than that in the U.S. - 5.6% versus 8.7%, 
reflecting the large decline in employment in 
Canada in the 1981-1982 recession. 


Canadian productivity growth has been 
substantially stronger than that in the 

U.S. (5.6% versus 3.2%) when measured over 
the 1981-1986 period. 


The U.S. unemployment rate by the second 
quarter of 1986 is 0.2 percentage points lower 
while the Canadian rate is 2.5 percentage 
points higher than pre-recession levels in spite 
of the larger decline in unemployment in 
Canada recently (Chart 12.16). 


Both countries have experienced a dramatic 
decline in the rate of inflation since the 
pre-recession peak (Chart 12.15). 


Corporate profits have performed better in 
Canada over the 1981-1986 period with a 
cumulative increase of 11.2% - as compared 
with an increase of 2.1% in the United States. 


Note: In these comparisons the actual U.S. and Canadian peaks and troughs are used. The U.S. pre-recession peak was the third quarter 
of 1981 and the trough was the fourth quarter of 1982. In Canada, the pre-recession peak was the second quarter of 1981 and the trough 
the fourth quarter of 1982. Thus, the Canadian recession started one quarter earlier than the U.S. recession. 
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An examination of the competitiveness of Canada’s manufacturing sector compared to 
that of other major industrialized countries. 


1. The Economy in Brief 


Highlights of Developments in the Third Quarter | 


¢ Economic growth (GDP) slowed to 1.2% in the third quarter due to a deterioration in the 
merchandise trade balance and a decline in real inventory investment, but final domestic 
demand rebounded sharply after contributing little to eo in ee first half of the year. 


e After two quarters of declines, consumption Of durables increased parronely, reflecting in large 
part a significant strengthening of automobile sales 


© Residential building activity was ee strong with housing starts s reaching their Hones 
quarterly level in eight years. 


e Despite the weakness in output growth in the ee pare Canada’s s ‘economy has grown 
faster than those of its major trading partners over fhe eas rst three. igs oe the year 
compared to the same period in 1985. - / : 


Summary 


Growth in real gross domestic product (GDP), 
the broadest measure of economic activity, was 
1.2% at an annual rate in the third quarter of 
1986. This represented a slowing from the 2.8% 
pace of growth in the first half of this year, 
with the main sources of weakness being a Chart 1.1 
deterioration in the merchandise trade balance 


and a decline in real inventory investment. Growth in Major OECD Countries, 


First Three Quarters of 1986 


A key development in the third quarter was the per cent — year over year 
rebound in final domestic demand after two 4 

quarters of weakness. Consumer expenditures on 
durable goods, especially on autos, rebounded 
while investment in new housing reached levels 
which had not been seen since the mid-1970s. 
Consumers continued to feel sufficiently 
confident in their economic prospects to finance 
part of their spending through lower savings. 


Part of the consumer spending on autos in the 
third quarter was in response to incentives to 
buy and, to some extent, probably represented 
some bringing forward of future spending plans. 
However, consumer spending on all major 
categories was strong in the third quarter. The 
relatively low levels of interest rates, stable 
inflation, and the generally healthy financial 
position of households have created a climate of 
optimism conducive to reductions in the 
personal savings rate. Note: Third quarter data for France are an estimate. 


U.K. France Germany Japan U.S. Canada 
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Main Economic Indicators 


1985 1986 
1984 1985 Q3 Q4 Ql Q2 Q3 
Real output and demand 
(1981 dollars) 
GDP (%,a.r.) S355) 4.0 Sel Tes! 2.4 38 2 
Final domestic demand (%,a.r.) 2.9 4.6 US 523 —0.1 1.4 4.7 
Consumption (%o,a.r.) 3.6 5.0 7.4 4.5 0.9 4.8 Tes) 
Business capital formation (%o,a.r.) 0.4 6.6 17.1 7.6 —1.3 —6.9 1.8 
Residential construction (%o,a.r.) —0.2 12.6 35.5 34.5 — 10.8 Lis 16.3 
Non-residential construction (%,a.r.) — 1.8 Sui, —6.2 — 15.5 6.2 — 31.3 — 24.6 
Machinery and equipment (%o,a.r.) Ne | 4.5 Dilee. 8.9 1.6 Il 12.6 
Inventory investment ($b,a.r.) 2.4 2.4 3.9 1.3 6.8 7.0 4.8 
Trade balance ($b,a.r.) 18.9 18.0 se5 17.4 14.8 16.2 14.7 
Costs and prices 
GDP price inflation (%,Y/Y) 3.6 3.4 4.1 3.9 33.8) Ze 25 
Consumer price index (%,Y/Y) 4.4 4.0 4.0 4.2 4.2 3.9 4.2 
CPI - energy (%,Y/Y) 6.5) 5.6 4.7 5.3 2.4 —8.2 —9.7 
Excluding food and energy (%,Y/Y) 3.8 4.0 4.2 4.4 4.7 5.4 5.4 
Change in unit labour costs (%,Y/Y) 1.9 Sell Sia/ 2a) 2.8 Dal ey 
Labour market 
Unemployment rate (%) ries 10.5 10.3 10.2 OWT 9.6 9.7 
Change in employment (%) 2S 2.8 0.4 Ho is 0.2 —0.4 
Financial developments 
Exchange rate (closing) (U.S. funds) -7566 hey? PATEL AVS .7164 .7234 .7207 
Prime interest rate (%) 12.06 10.58 10.33 10.00 12.00 10.58 9.75 
l-year mortgage rate (%) 12.00 10.31 10.00 9.83 Ve 7) 9.92 9.75 


Price inflation in the Canadian economy has 
averaged just over 4% so far in 1986, but has 
risen in recent months due mainly to increases 
in the prices for food and shelter. 


Business investment in machinery and 
equipment is rising, and a number of industries 
are operating at high capacity utilization rates. 
The financial position of industrial corporations, 
particularly in the non-resource sector, is 
generally healthy. Growing capacity pressures 
and relatively low financing costs should 
contribute to a favourable environment for 
investment prospects. 


Growth in the OECD area so far this year has 
been less robust than expected, with several 
major industrialized countries experiencing weak 
growth. The main reason relates to the 
uncertainties generated by the drop in world oil 
prices and the adjustment in exchange rates. 
Despite the adverse effects of declines in energy 
and wheat prices, the Canadian economy grew 
faster than its major trading partners over the 
first three quarters of the year (Chart 1.1). 


Final Domestic Demand 
Rebounds Sharply 


After contributing very little to growth in the 
first half of the year, final domestic demand 
rose at an annual rate of 4.7% in the third 
quarter, more than offsetting the decline in 
inventory investment and the drop in net exports 
(Chart 1.2). Consumer expenditure led the 
increase with spending on durable goods 
rebounding after two quarters of decline. 
Demand for cars was especially strong, in part 
as a result of aggressive manufacturers’ and 
dealers’ sales promotions. Residential investment 
was also a major contributor to final domestic 
demand growth in the third quarter with 
housing starts reaching 219,000 units. Related to 
this strong demand for housing, sales of 
household durable goods increased strongly. 


The Savings Rate Continues to Fall 


The stronger growth in consumer expenditure in 
the third quarter resulted in a sharp drop in the 
personal savings rate from 11.6% in the second 
quarter to 9.1%, its lowest level since 1974 
(Chart 1.3). Despite a fall in personal disposable 


income owing to slower growth of personal 
income and increases in taxes, consumers felt 
confident enough to reduce their rate of 
personal savings to finance big-ticket purchases. 


Housing Starts Reach Eight-Year High 


Housing starts averaged 219,000 units (annual 
rate) in the third quarter, the highest quarterly 
level in eight years. With mortgage interest rates 
at eight-year lows, starts of single units rose 
particularly strongly (Chart 1.4). 


CPI Inflation 4.2% in the Quarter 


In the first 10 months of the year, there have 
been large declines in energy prices but, at the 
same time, rising prices of certain foods and 
new houses and increases in indirect taxes have 
put upward pressure on the CPI inflation rate. 
In the third quarter, the CPI inflation rate has 
averaged about 4.2% and most of the increase 
in the CPI has been due to large increases in the 
food and shelter components of the index. The 
GDP deflator, the broadest price measure of 
Canadian output, rose on a year-over-year basis 
by 2.5% in the third quarter, the result of 
weaker export prices and continued moderate 
unit labour cost increases during the year. 


Chart 1.4 
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Financial Market Conditions 
Are Stable 


Both short- and long-term Canadian interest 
rates have remained relatively stable over the 
past six months. During the third quarter, 
Canadian short-term interest rates fell 
marginally, narrowing somewhat the uncovered 
short-term interest rate differential between 
Canada and the US. rates. The differential 
averaged 230 basis points in early December, 
significantly below its 1986 high recorded in 
February, and the Canadian dollar continues to 
trade in a narrow range around U.S. $0.72. 


High Inventory Investment Influenced 
by Special Factors 


Inventory investment was at its highest level in 
eight years in the first two quarters of 1986, and 
well above 1985 levels. In the third quarter, 
inventory investment decreased by just over 

$2 billion. Grain and gold inventory 
accumulation has been responsible for most of 
the increase in inventory investment this year. 
This reflects a bumper grain crop in conjunction 
with an over-supply on international markets, 
and large net imports of gold. The inventory-to- 
sales ratio is only slightly above its average over 
the past three years. 


Current Account Deficit 
Remains Large 


The current account deficit widened slightly to 
$8.8 billion in the third quarter from $7.9 billion 
in the second quarter but continues to show an 
improvement from its revised record first quarter 
level of $10.9 billion. Sharp declines in export 
prices of crude petroleum, wheat and natural 
gas, slower growth in demand from Canada’s 
major trading partners and strong Canadian 
demand for imports explain the deterioration of 
the current account balance in 1986. The 
monthly merchandise trade pattern has been 
quite pronounced. While the nominal 
merchandise trade surplus declined to 

$7.7 billion in the third quarter (Chart 1.5), the 
trade balance has registered a substantial 
turnaround since July. The merchandise trade 
balance improved from a deficit of $0.3 billion 


in that month (the first since 1976) to surpluses 
of $16 billion and $10 billion in September and 
October respectively. 


Output Performance of 
Goods-Producing Sector 
Dominated by Energy 


Output in the service sector has grown strongly 
in 1986 whereas goods sector output declined in 
the second and third quarters, largely due to 
declines in energy-related output. Excluding 
energy-related industries, goods sector output 
has been largely unchanged over the first three 
quarters of the year while service output, 
accounting for about 60% of GDP, is up 5.3%. 


Unemployment Rate Remains at 
Lowest Level Since March 1982 


Despite considerable fluctuations in employment 
and labour force growth during the year, 
movements in the unemployment rate have been 
subdued. The unemployment rate declined from 
10.0% in December 1985 to 9.4% in October 
and November of this year. 


Chart 1.5 
Merchandise Trade of Canada 
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2. Personal Sector 


Chart 2.1 


Change in Real Consumer Expenditure 
and Real Personal Disposable Income 


Chart 2.2 
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Real consumer expenditure rose at an annual 
rate of 7.5% in the third quarter, its strongest 
one-quarter growth rate in six years (Chart 2.1). 
Consumer spending accounted for over 90% of 
the growth in final domestic demand in 

the quarter. 


With a decline in real personal disposable 
income in the third quarter, consumers showed a 
willingness to finance further spending through 
a reduction in savings (Chart 2.2). The large 

2.5 percentage point decline in the personal 
savings rate in the third quarter brought it to 
9.1%, its lowest level since the second quarter 

of 1974. 


Chart 2.3 


Change in Real Consumer Spending by Category 


per cent — annual rate 
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All four major components of consumer 
spending increased in the third quarter, with 
spending on durables rebounding very strongly 
following two quarters of decline (Chart 2.3). 
Growth of spending on both semi-durables and 
non-durables slowed from their strong second 
quarter pace. Growth of services expenditure 
continued to be relatively stable. 


Chart 2.4 


Change in Real Durables Spending by Category 


per cent — annual rate 
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Growth in spending on durables was led by 
auto and auto-related expenditure which 
increased sharply in the third quarter following 
two consecutive quarterly decreases (Chart 2.4). 
Unit new car sales were higher by 35.4% at an 
annual rate, in part the result of discount 
financing rates and sales promotions by 
manufacturers and dealers to clear out 
inventories of 1986 models. Mirroring the 
strength in the housing market, spending on 
furniture and household appliances advanced 
strongly in the third quarter. 
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Chart 2.5 


Change in Nominal Personal Income by Category 


per cent — annual rate 
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Chart 2.6 


Change in Personal 
Investment Income 


per cent — year over year 
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The pace of growth of personal income slowed 
considerably in the third quarter (Chart 2.5). 
Labour income growth eased as the level of 
employment decreased slightly. Non-labour 
income declined, with increases in government 
transfers, investment and unincorporated 
business incomes being more than offset by 

a sharp drop in net farm income. These 
developments, plus increased direct taxes, 
resulted in a decline in nominal disposable 
income. 


In the third quarter, personal investment income 
rose, aS a sharp increase in dividends more than 
offset declining interest income. Lower interest 
rates and the declines in the personal savings 
rate have slowed the growth in investment 
income (Chart 2.6) compared to the early 1980s. 
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Chart 2.9 


Ratio of 
Personal Net Financial Wealth 
to Personal Disposal Income 
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Chart 2.8 


Credit Interest Payments 
as a Share of 
Personal Disposable Income 
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High rates of personal savings over the last five 
years, together with rising equity markets and 
declining interest rates, have left the Canadian 
personal sector in a relatively favourable 
financial position. Indicators of this are the 
relatively low ratio of consumer credit 
outstanding to personal disposable income 
(Chart 2.7), a ratio of credit interest payments 
to disposable income that is well below the 
previous peak level of 1981 (Chart 2.8), and a 
rising ratio of net personal financial wealth to 
personal disposable income (Chart 2.9). 


3. Housing Sector 


Chart 3.1 
Change in Real Residential Investment 


per cent — annual rate 
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Chart 3.2 
Real Residential Investment 
billions of dollars 
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Residential investment in real terms was also a 
major source of strength in the third quarter. 
Real estate commissions and new-house 
investment were areas of particular strength 
(Chart 3.1). 


New housing 


Total residential investment in real terms reached 
an all-time high in the third quarter (Chart 3.2). 
New-house investment reached levels close to the 
record high values of the mid-1970s. 
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Chart 3.3 
Mortgage Rates 
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Chart 3.4 


Mortgage Payments on a Newly 
Purchased Home as a Share of 
Household Disposable Income* 


per cent 


*Using MLS house price data and Statistics Canada 
data on personal disposable income and occupied 
housing units. 

Only annual data are available. 
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Residential investment was encouraged by 
mortgage interest rates which were at eight-year 
lows (Chart 3.3). In September, the five-year 
mortgage rate was 11.25%, dramatically lower 
than peak levels of 21.75% reached during the 
1981-1982 period and 4 percentage points lower 
than the recent highs reached in mid-1984. 


In 1985, lower mortgage rates and higher 
incomes reduced mortgage payments on a newly 
purchased home relative to disposable income 
per household to its lowest level in over 10 years, 
despite appreciable house price increases 

(Chart 3.4). This improvement in the 
affordability of homeownership spurred the 
demand for houses this year. 
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Chart 3.6 
Multiple Listings Service (MLS) 
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Reinforcing improved affordability was a strong 
pent-up demand for housing, resulting from a 
period of at least six years during which starts 
were below estimates of household formation 
based on demographic information. As a result, 
the market for existing homes has been very 
active (Chart 3.5). 


With strong demand and a limited availability 
of vacant single units, house prices have risen 
substantially over the last year (Chart 3.6). In 
the third quarter of 1986, the average MLS price 
of a residential unit in Canada was over 
$96,000, up 13.9% from 1985 year-end levels. 
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Chart 3.7 
Total Housing Starts in Canada 
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Housing starts reached 219,000 units (annual The improvement in the housing market to date 
rate) in the third quarter (Chart 3.7), their in 1986 has been particularly strong in Ontario, 
highest quarterly level in eight years. Unlike the but with significant strength also evident in 
mid-1970s, when various government programs Prince Edward Island, Quebec, Manitoba, and 
were an important feature directing activity in British Columbia. 


the housing market, the recent surge in activity 
reflects an underlying strong demand for 
housing by households who have substantially 
improved their financial positions. 


4. Business Non-Residential Investment 


Chart 4.1 
Change in Real Business Non-Residential Investment 


per cent — annual rate 
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Chart 4.2 
Real Manufacturing Investment 
billions of 1971 dollars 
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Busine ess n esidential investment declined 
further ie third quarter ae umulative 
dr Sie istas n 1986 to date (Chart 4.1). 
Underlying the aggregate figures was a sharp 
fall-off in non-residential constru ction, 
stemmi ng largely from large declines in oil and 
nvestment, which accounts for 30% of the 


a of non-residential nee tion. Non-energy 
stm , on the other hand, has been robust 
Fo mple, manufacturing nt 


forecast to increase 22% in real terms in 1986 
based on the Mid-Year Private and Public 
Investment (PPI) Intentions survey (Chart 4.2). 


Chart 4.3 


Canadian Oil and Gas 
Drilling Activity 


billions of metres drilled 


Oil and gas drilling activity reached a peak at 
the end of 1985 largely as a result of the 
expectation of enhanced profits arising from the 
dismantling of the National Energy Program, 
anticipation of continuing high energy prices, 
and the incentive to start drilling activities 
before the phasing out of federal Petroleum 
Incentive Program grants after March 1986. 
However, in the wake of the more than 50% 
plunge in world oil prices early in 1986, drilling 
activity declined by nearly 75% by the third 
quarter of 1986 (Chart 4.3). 
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Chart 4.4 


Value of Business 
Non-Residential Building Permits 


billions of dollars — annual rate 


Outside the oil and gas sector, non-residential 
construction has remained strong, as indicated 
by the continued rise in the value of business 
non-residential building permits (Chart 4.4). The 
nominal value of building permits is now 14% 
above previous peak levels in 1981. 
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Chart 4.5 


Manufacturing Capacity Utilization 
(Bank of Canada Measure) 


per cent 


Despite some weakening in the first three 
quarters of 1986, manufacturing capacity 
utilization rates are still close to 1981 

1977-80 Average (pre-recession) levels (Chart 4.5). Most of the 
decline in capacity utilization this year has 
occurred in transportation equipment industries 
due both to a major increase in capacity as a 
result of recent, large increases in investment, 
and to a reduction in output from record 1985 
levels. Capacity utilization rates in a number of 
other manufacturing industries continued to 
increase this year with several of the industries 
showing high capacity utilization rates (e.g. 
paper and allied products, metal fabricating, 
clothing, furniture and fixtures). 
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Chart 4.6 
Corporation Profits After Taxes 


billions of dollars — annual rate 


Total after-tax corporate profits have rebounded 
in the third quarter of this year and are now 
around their 1985 peak levels. Current profits 
are substantially higher than any levels reached 
since the late 1970s (Chart 4.6). The rise in 
profits has occurred despite substantial declines 
in petroleum industry profits this year. While 
the levels have been restored, the share of profits 
in GDP is still below its peak level of 1979. 
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Chart 4.7 
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The rebound in profits has been reflected in a 
further improvement in the liquidity position 
of the non-petroleum sector, which has now 
reached its highest levels in five years. This, 
combined with debt-to-equity levels which are 
at five-year lows, places little financial constraint 
on further investment growth in the non- 
petroleum sector. The liquidity position of the 
petroleum sector remains well above the average 
for the non-petroleum sector but its cash flow 
has been substantially reduced in 1986 by the 
fall in world oil prices. The debt-to-equity ratio 
of the petroleum sector has also weakened in 
recent quarters. 


5. Inventories 


Chart 5.1 


Real Inventory Investment 
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In the first half of 1986, real inventory of the inventory investment this year was due to 
investment increased by $5.7 billion at annual a large accumulation of gold and agricultural 
rates and accounted for all of the growth of real inventories, up from negligible levels in the past 
GDP. While real inventory investment declined two years. Non-gold business inventory 
by $2.0 billion in the third quarter, total accumulation has been moderate by recent 
inventory investment remained over twice its standards over the first three quarters of 1986. 


1984-1985 average (Chart 5.1). A substantial part 
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Chart 5.3 
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Despite strong inventory investment this year, 
there is little indication that inventory 
accumulation exceeds desired levels. By the third 
quarter of 1986, the total business inventory-to- 
sales ratio was only modestly above its average 
in the past three years (Chart 5.2) and much 
below pre-recession levels. Excluding investment 
in gold inventories, the business inventory-to- 
sales ratio remains near its average over the past 
three years. 


The agricultural inventory-to-sales ratio has risen 
substantially this year to levels well above its 
historical average, and certainly well above the 
low levels in 1984 and 1985 when droughts 
severely reduced grain harvests on the Prairies 
(Chart 5.3). Despite the high level of the 
agricultural inventories-to-sales ratio, strong 
accumulation is likely to persist in the fourth 
quarter as a result of large grain harvests and 
continued over-supply on international markets. 


6. Government Sector 
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Chart 6.2 


Change in Federal Government 
Revenues and Expenditures, 
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The federal deficit on a Canadian Income and 
Expenditure Accounts (CIEA) basis averaged 
about $23.5 billion over the first three quarters 
of the year, down sharply from almost 

$33 billion over the comparable period in 1985 
(Chart 6.1). The federal deficit measured on a 
CIEA basis is typically lower than that on a 
public accounts basis due to non-budgetary 
sources of funds, primarily the government 
superannuation accounts, that are not included 
in the public accounts definition. 


For the first three quarters of 1986, expenditures 
fell 1.4% and revenues rose 9.6% (Chart 6.2). 
Program expenditures fell 3.0%. Spending on 
goods and services grew slowly, while “other” 
spending fell sharply as a result of reduced 
subsidies (mainly petroleum compensation), and 
capital assistance (with the termination of 
petroleum incentive grants). Capital formation 
was also lower due to generalized restraint. 
Revenue growth was led by increased direct taxes 
on persons which were influenced by the timing 
of budget measures. 
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Chart 6.3 


Provincial, Local and 
Hospitals Balance 
(CIEA Basis) 


billions of dollars — annual rate 


The consolidated provincial-local-hospital (PLH) 
sector deficit averaged $5.5 billion in the first 
three quarters of 1986, up from about $2 billion 
in the same period a year ago (Chart 6.3). A 
significant part of the increase in the PLH 
sector deficit resulted from the impact of lower 
oil and grain prices. 


For the first three quarters of 1986, PLH 
expenditures rose 6.9% while revenues rose 4.1% 
(Chart 6.4). Expenditure growth was broadly 
based, led by increases in debt interest and 
transfers to persons. Revenue growth was less 
buoyant. The weakness in investment income 
reflected lower royalties stemming from the 
sharp decline in oil and gas prices. Federal 

1984 1985 1985 1986 transfers were affected by the impact of prior- 
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7. Foreign Trade and International Developments 


Chart 7.1 


Current Account Balance 


billions of dollars — annual rate 


aye carvane The current account has improved substantially 
since the revised first quarter record deficit of 
$10.9 billion (Chart 7.1), despite some slight 
deterioration in the third quarter. The main 
development in the third quarter was a 

$2.9 billion decline in the merchandise trade 
surplus which was concentrated in July when the 
first merchandise trade deficit (— $0.3 billion) 
since March 1976 was recorded. The monthly 
balance has since improved considerably. 


On a geographic basis, the decline in the overall 
surplus was due primarily to a sharp drop in the 
surplus with the U.S. The deficit with our 
overseas trading partners remained roughly 
unchanged in the third quarter. 


Non-merchandise 
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The non-merchandise deficit improved 
significantly in the third quarter, largely because 
of an improvement in the deficit on trade in 
services, in part because of Expo 86. This marks 
the fifth consecutive quarter the deficit on 
services has improved. The deficit on services is 
Chart 7.2 : ; ; 
now at its lowest level since the first quarter 
Merchandise Trade Balance of 1981. 
26 Mains Ch he? COURT:  SAnUANEEI In the third quarter, the trade surplus in real 
terms fell $2.1 billion to $15.7 billion, its lowest 
level since 1981. Strong growth in consumer 
expenditure and investment in machinery and 
equipment were responsible for the substantial 
rise in imports. On a monthly basis, the decline 
in the surplus occurred in July. Since that time, 
the monthly surplus has risen substantially 
(Chart 7.2). 
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Chart 7.3 


Export Prices of Wheat, 
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The terms of trade (defined as the ratio of 
export to import prices in Canadian dollars) 
improved slightly in the third quarter after 
falling substantially during the first two quarters 
of the year, due primarily to a sharp drop in the 
export price of crude oil and the large decline in 
wheat prices. The rise in export prices of 
finished goods offset the continuing downward 
trend in world wheat prices and the export 
prices of raw materials and natural gas 

(Chart 7.3). Import prices remained roughly 
unchanged in the third quarter. 


The nominal merchandise trade balance with the 
U.S. has recently witnessed substantial quarterly 
fluctuations in both exports and imports. The 
balance with the U.S. dropped by $3.0 billion in 
the third quarter to reach $15.0 billion, with the 
strength in imports relative to exports reflecting 
stronger domestic demand in Canada. 


On a current account basis, the Canadian 
surplus with the U.S. in the first three quarters 
of this year was much smaller than the 
merchandise trade surplus, due to the substantial 
deficit Canada has with the U.S. on non- 
merchandise trade. Over the first three quarters 
of the year, the current account surplus has 
fallen to $4.3 billion (annual rate) compared 

to $8.6 billion in 1985 (Chart 7.4). 
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Chart 7.6 


Price of Canadian Dollar 
(Average Noon Value) 
Relative to Major Overseas 
Currencies 


Index — January 1980 = 1.0 


1985 


1986 


Q3 84 85 Ql 


Other Europe 


Other countries 


Q2, -Q3) | 84585 01 
1986 


Q2 Q3 
1986 


The merchandise trade deficit with overseas 
countries has deteriorated over the course of 
1986, averaging $6.7 billion in the first three 
quarters compared to the 1985 deficit of 

$3.2 billion. The increase in the deficit has been 
largely concentrated with European countries 
other than the U.K. (Chart 7.5). This 
deterioration has been associated with 
significant growth in the value of imports, while 
exports have remained roughly constant. 


Weak growth in the domestic demand of 
Canada’s trading partners and the fall in world 
commodity prices contributed to the recent 
weakness in exports. Growth in imports reflects 
primarily the effect on import prices of the 
depreciation of the Canadian dollar vis-a-vis 
overseas currencies, strong growth in the demand 
for foreign autos and the removal of quotas on 
certain types of footwear. The substantial 
depreciation of the Canadian dollar against 
overseas countries (Chart 7.6), since early 1985, 
suggests that some improvement in our trade 
balance with overseas countries is likely. 
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Chart 7.7 


Growth in Canada and 
Other Countries 
First Three Quarters of 1986 


per cent — year over year 
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Although world oil prices and interest rates 
have declined substantially, most industrialized 
countries experienced a slowing in economic 
growth early in 1986. Since the first quarter, 
several major countries in the OECD 

region have witnessed some pick-up in 
economic activity. 


Economic growth in Canada has been 
substantially stronger than that of our major 
trading partners when measured over the first 
three quarters of 1986 relative to the same 
period a year ago (Chart 7.7). 


Despite the large exchange rate realignments 
against the U.S. and Canadian dollars which 
have taken place since early 1985, large 

and worrisome current account imbalances 
persist (Chart 7.8), both among industrial 
countries, and between industrialized countries 
and the newly industrialized countries and 
less-developed countries. 


In the third quarter of 1986, Japan’s current 
account surplus was almost double its year-ago 
level, while in Germany the current account 
surplus was about four times larger. 


8. The Labour Market 
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Chart 8.2 


Changes in Employment 
and the Labour Force 


thousands of persons 


Over the first 11 months of this year, the 
unemployment rate averaged 9.6% - a 
significant improvement from the average rate of 
10.5% in 1985. The increase in the 
unemployment rate which occurred in July has 
been more than reversed, with the rate declining 
to a 4 1/2-year low of 9.4% in October and 
November (Chart 8.1). 


0) Labour force 
G8 Employment 


During the year to the end of November, there 
have been 164,000 jobs created which, offset by 
Hl labour force growth of 99,000, have translated 

into a 0.6 percentage point decline in the 
unemployment rate from the 1985 year-end level 
(Chart 8.2). 
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Chart 8.3 Chart 8.4 
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Chart 8.5 


Decline in Unemployment Rates 
for Youths and Adults 


per cent per cent 


Employment has increased strongly for both 
adults and youths over the last two years 
11.5 (Chart 8.3). The youth job creation which has 
occurred in 1985 and 1986 is especially 
significant considering their declining source 
population (Chart 8.4). This has led to a strong 
increase in the youth employment-population 
ratio which, in mid-1986, virtually matched 1981 
levels (the pre-recession peak). The result has 
been a larger absolute decline in the youth 
Adults unemployment rate than that for adults 
(Right scale) . (Chart 8.5). In November, the youth 
teas rigs 8.5 unemployment rate fell to its lowest level since 
aS October 1981. 
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Chart 8.6 
Employment in Goods and Services 
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Chart 8.7 
Employment by Major Goods Sectors 
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Over the last two years, industrial employment 
growth has closely matched the pattern of 
output growth. Services employment has 
increased steadily, while goods employment (and 
Output) grew strongly to the first quarter of 
1986, but declined in the second and third 
quarters, due primarily to the weakness in the 
energy sector. 


Goods employment, however, has shown some 
pick-up so far in the fourth quarter (Chart 8.6). 
The recovery in goods employment to date in 
the fourth quarter has occurred in agriculture, 
other primary and construction sectors. 
Employment declined only in manufacturing. 
The rebound in goods employment in October 
and November augurs well for future output 
growth in these sectors (Chart 8.7). 
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Chart 8.8 


Provincial Employment and Labour Force Growth 
in the Recovery Since the Fourth Quarter of 1982 
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From its December 1982 peak of 12.8%, the 
unemployment rate in Canada has declined by 
3.4 percentage points to 9.4%, its lowest level 
since the first quarter of 1982. Underlying this 
drop in the unemployment rate has been rapid 
growth in both the number of jobs created and 
the labour force. These features have been 
evident in most regions of the country. 


Employment has increased strongly since the 
end of 1982 in most of the Atlantic provinces, 
Quebec, Ontario and Manitoba. The effects of 
depressed grain and resource prices are, however, 
apparent in employment weakness in 
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Saskatchewan, Alberta, Newfoundland and, to a 
lesser extent, British Columbia. 


The Atlantic region has experienced 
extraordinary labour force growth since the end 
of 1982 which has slowed significantly the 
decline in the Atlantic unemployment rate. This 
is due to both higher population growth and 
larger participation rate increases than in other 
provinces. Even though Atlantic employment 
growth has been near the Canadian average, this 
strong labour force growth has led to only 
moderate declines in the overall unemployment 
rate in the Atlantic region. 


. Price and Wage Sector 


Chart 9.1 
GDP Inflation 


per cent change — year over year 
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Chart 9.2 


Average Wage Rate* 
and Unit Labour Costs 


per cent change — year over year 


In the third quarter of 1986, the GDP deflator, 
Average wage rate the broadest measure of the prices of Canadian 
2S Unit labour costs output, stood 2.5% higher than a year ago, a 
rate below equivalent increases in the U.S. 
(Chart 9.1). This moderate rate of increase of 
the GDP deflator over the past year reflects 
mainly a weakening of our export prices during 
the first half of the year and moderate increases 
in unit labour costs (Chart 9.2). In the third 
quarter, the GDP deflator increased by 4.7% 
(annual rate) compared to 1.8% in the second 
quarter. This increase reflects both a pick-up in 
final domestic demand prices, due partly to the 
impact of increases in indirect taxes, and a slight 
rise in the terms of trade after two quarters 

of decline. 


1985 1986:1 1986:2 1986:3 
*The average wage rate is measured as labour 
income divided by total employment. 


Chart 9.3 
CPI Inflation — 1986 
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Prices in the consumer sector, as measured by 
the consumer price index (CPI), continued to 
increase at a year-over-year rate of around 4% 
in the third quarter, and in October posted an 
advance of 4.4% (Chart 9.3). Underlying the 
overall rate of CPI inflation, the impact of 
declining energy prices has been tempered by 
increases in indirect taxes on certain 
commodities as well as increases in the prices of 
certain non-energy components, notably: 


e food, due in large part to a sharp increase 
in the price of certain meats, and 


e new house prices, principally in 
Central Canada. 
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Energy prices continued to decline in the third 
quarter, albeit at a slower pace than earlier in 
the year. In October, the CPI energy price index 
was 13.2% below its level of a year ago. This 
decline in the CPI’s energy component reflects 
the decline in the prices of gasoline and fuel oil. 


Raw material prices other than mineral fuels 
continued their year-old upward trend. Increases 
in recent months reflected mainly sharp price 
increases for livestock and animal products 
which more than offset declines in grain prices. 


10. Financial Sector 


Chart 10.1 


Short- and Long-Term Interest Rates in Canada 
(Month-End Values) 


per cent 
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Over the past six months, both short- and long- 
term interest rates in Canada have been 
relatively stable and at their lowest levels since 
1978 (Chart 10.1). By early December, the Bank 
Rate was about 8.5% - roughly 3.6 percentage 
points below its 1986 peak in mid-February and 
one percentage point below its level at the end 
of 1985. The uncovered differential between 
Canadian and U.S. 90-day commercial paper 
rates has narrowed somewhat over the third 
quarter (Chart 10.2). As of early December, 
this differential was approximately 

2 1/4 percentage points. 
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Chart 10,3 


Price of Canadian Dollar (Average Noon Value) 
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Chart 10.4 


Changes in the Value of the 
Canadian Dollar Relative to 
Major Overseas Currencies 
as of November 1986 


cumulative per cent change 


Japan 
Germany 


Since 


7 «Set. March 
1985 aa 1985 


32 


-_ 


aS 


1982 


Excluding U.S. 


erase 


10 major partners 


Re ne ee ee ee 
aN 


U.S. only 


1983 1984 1985 1986 


The Canadian dollar has remained relatively 
stable against the U.S. dollar over the past six 
months, trading around U.S. $0.72. Against 
major overseas currencies, the Canadian dollar 
has followed the U.S. dollar down. As of 
November 1986, the decline of the Canadian 
dollar against the G-9 group of currencies, 
measured from the March 1985 peaks, amounted 
to 33.3% (with the largest drops occurring 
against the Japanese yen and German mark). 
The decline against all major currencies 
including the U.S. dollar (on a trade-weighted 
basis) amounted to 7.3%. Since the September 
1985 Plaza Accord, the depreciation against 
non-U.S. currencies has been 24.3%, and against 
the G-10 group it has been 5.8%. 


Chart 10.5 
TSE 300 Closing Quotation 


index 1975 = 1000 


Taal While share prices have fallen from early-Spring 
peaks, the TSE 300 Index remains at very high 
levels given the strong gains which took place 
from mid-1984 to early 1986 (Chart 10.5). The 
high level of share prices has increased wealth in 
the personal sector and encouraged corporations 
to use equity markets as a source of financing. 
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Chart 10.6 
Selected TSE Indexes Since the Beginning of 1985 
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Special Report 


This special report was prepared under the direction of 
Patrick Grady in the Economic Analysis and Forecasting 
Division and represents the views of the authors. 


Comments may be addressed to: 


Michael Kennedy, Economic Analysis and Forecasting Division, 
Fiscal Policy and Economic Analysis Branch, 
Department of Finance. 


11. Measuring Canada’s International Competitiveness 


Introduction 


Modern industrial economies are characterized 
by some specialization in production and a 
heavy reliance on foreign trade. These 
characteristics have become more pronounced 
over time as a result of a gradual lowering of 
tariffs and trade restrictions under the General 
Agreement on Tariffs and Trade. Canada’s 


dependence on foreign trade is particularly large, 


with almost 30% of our output exported to the 
rest of the world and about the same proportion 
of total domestic demand supplied from 

foreign sources. 


The importance of international trade to the 
Canadian economy highlights the need for 
measures to assess our competitiveness relative 
to that of our trading partners. Fundamentally, 
international competitiveness refers to the ability 
of domestic producers to sell at prices no higher 
than those of foreign producers while earning an 
adequate profit. A concern is whether the cost 
structure of an economy is out of line with that 
of its trading partners. If so, adjustments which 
may entail disruptive and costly reallocations 

of resources will be required to restore 
competitiveness. Such adjustments would result 
in some combination of reductions in domestic 
wages and prices and a depreciation of the 
exchange rate. 


By themselves, certain indicators of 
competitiveness can be misleading in assessing 
trade performance. This is especially so in the 
context of a floating exchange rate. For example, 
an increase in the terms of trade (the price of 
exports relative to the price of imports) due to 
changes in the international demand for 
different goods can lead to an improvement in a 
country’s trade balance while producing at the 
same time a “decline” in competitiveness as 
measured by standard indicators such as export 
prices. Similarly, changes in the pattern of 
domestic savings and investment may require 

a decline in measured competitiveness to 
promote beneficial changes in the structure of 
production. For example, a country financing 
increased investment through capital inflows 
would tend to experience an increase in its 
exchange rate and a corresponding loss in 


competitiveness. It is important in evaluating 
competitiveness to keep these qualifications 
in mind. 


This special report addresses the issue of 
competitiveness in the narrower context of the 
performance of our manufacturing sector 
relative to that of the other major industrialized 
economies. Section 1 discusses three related, 
commonly employed measures of competitive- 
ness and the advantages as well as the inherent 
problems in each. Sections 2 and 3 review the 
behaviour of commonly used measures of 
competitiveness in the periods before and after 
the 1982 recession. Section 4 provides some 
general observations and a summary. 


1. A Review of Measures of 
Competitiveness 


Measures of competitiveness should in theory 
compare the level of total costs of producing 
comparable traded goods in this country with 
those of its competitors in a common currency. 
Leaving aside considerations of exchange rate 
adjustments for the moment, total costs consist 
of two distinct components: compensation for 
inputs, like labour, capital and raw materials, 
used in the production process; and the 
efficiency with which these inputs are combined 
to produce outputs, commonly referred to as 
productivity. The lower are a country’s costs for 
inputs and the higher is its productivity, the 
stronger is its competitive position. Of course a 
country’s goods can still be competitive even if 
its domestic costs and its productivity are out of 
line with those of its major trading partners as 
long as the exchange rate moves to compensate. 
A country’s competitive position then is jointly 
the result of developments which affect its input 
costs, productivity and exchange rate. 


Unfortunately, because of data limitations, such 
simple and comprehensive measures of 
competitiveness are not available. What is 
available and commonly used are three quite 
different measures that focus only on the labour 
costs involved in producing a unit of output, 
commonly referred to as unit labour costs. 
These are: 


37 


¢ Common currency cost levels. This indicator 
embodies both exchange rate and cost 
measures by comparing international labour 
cost /evels of producing a homogeneous unit 
of output in a common currency. 


¢ Common currency cost changes. This differs 
from the first measure in that changes in 
labour costs rather than their levels are 
compared in a common currency. Common 
currency measures of competitiveness mask 
the source of changes in competitiveness; 
that is, whether competitiveness has changed 
because of exchange rate or domestic 
cost changes. 


¢ Domestic currency cost changes. This differs 
from the second measure in that changes in 
labour costs are compared in domestic rather 
than common currencies. By excluding the 
exchange rate effects, the focus is on the 
total domestic cost component 
of competitiveness. 


Some further limitations common to all these 
indicators are worth noting. 


¢ Comparable international data are generally 
available only for the manufacturing sector. 
Thus, in addition to focusing on labour costs 
to the exclusion of capital and intermediate 
input costs, the commonly used measures 
suffer from the additional limitations of 
being more narrowly based than the total 
basket of exports and imports. 


e These indicators also suffer from the 
conceptual problem that, because of product 
specialization, different countries do not 
generally produce the same products and, 
hence, prices and costs of these diverse 
products are not strictly comparable. Canada 
is a country which tends to be somewhat 
more specialized in its exports and imports 
than some of our major trading partners. 
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Chart 11.1 
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It should also be emphasized that indicators of 
the competitiveness of the Canadian economy 
must square with the basic facts that there has 
been an improvement in Canada’s total and 
manufacturing trade balances in the 1980s 
(Chart 11.1) and that Canada’s share of world 
trade during the same period rose substantially 
from 3.6% in 1980 to 5% by 1985. 


Common Currency Labour 
Cost “Levels” 


The simplest and most direct way to compare 
competitiveness is to examine the level of labour 
costs of producing goods in two countries on a 
common currency basis; that is, labour costs per 
unit of output adjusted for exchange rate 
differences. This measure conceptually comes 
the closest to being the best indicator. However, 
measures of competitiveness using common 
currency cost /evels suffer from a number of 
measurement flaws. 


A comparison of international labour cost levels 
necessitates precise international comparisons of 
wage rates and productivity levels, the two 


components of labour costs. Unfortunately, 


comparable international data for these variables 


are not available. Some countries report labour 
costs including fringe benefits while others 
exclude such benefits. 


Productivity estimates also differ depending 
upon how they are calculated. For example, 
productivity measures on an employment basis 
can differ from measures on an hours-worked 
basis. The relative ranking of countries in terms 
of productivity performance, a key determinant 
of competitiveness, can change significantly 
according to which definition is used. 


Other considerations besides labour costs ideally 
should be accounted for when evaluating 
competitiveness. Capital costs, the costs of 
energy inputs, and the costs of other raw 
materials may diverge quite significantly among 
countries. In addition, considerations about the 
types and quality of goods produced as well as 
profit margins are not taken into account in the 
data. Because of these various differences, 
comparisons of measures of the /evel of 
competitiveness are difficult to interpret. 


Common Currency Changes in Unit 
Labour Costs in Manufacturing 


As discussed above, there are significant 
difficulties in providing simple empirical answers 
to the question of whether or not the /evels of a 
country’s costs and prices are competitive 
internationally. An alternative is to focus on 
how a country’s competitiveness in international 
markets has been changing over time by 
examining changes in common currency unit 
labour costs. 


The usefulness of this indicator is that it shows 
the direction of change in a country’s cost 
competitiveness in international markets 
regardless of the initial level of competitiveness. 
Furthermore, as long as the definitional 
differences among countries remain relatively 
unchanged over time, this measure can be a 
valuable indicator of the direction of change of 
relative costs. 


A major problem in comparing changes in cost 
levels is that the choice of the base year in 
calculating such changes can influence the 
results. For example, measured over the 


Chart 11.2 


Unit Labour Costs, 
Common Currency 
(U.S. Dollars) 1970-85 


average annual percentage change 


1970-1985 period, all major OECD countries are 
shown as experiencing more rapidly rising 
manufacturing unit labour costs on a common 
currency basis than the U.S. (Chart 11.2). This 
analysis would lead one to conclude that the 
U.S. dollar was undervalued in 1985 relative to 
all major currencies, particularly in comparison 
to the Japanese yen and the British pound. In 
the light of the recent depreciation of the U.S. 
dollar against these currencies, it is hard to 
accept that the U.S. dollar was undervalued 

in 1985. 


However, performing the same calculation over 
1973 to 1985, relative country standings change 
drastically (Chart 11.3), due to the large 
depreciation of the U.S. dollar in the early 1970s 
after the U.S. government officially untied the 
US. dollar from gold in 1971. In this 
comparison, the U.S. had the most rapid rise in 
manufacturing unit labour costs on a common 
currency basis with the exception of the U.K. 


Comparisons of changes in common currency 
unit labour cost are useful in that they indicate 
whether or not competitiveness is improving. 
This measure, however, does not indicate the 
source of the change; that is, it does not 
distinguish between domestic cost and exchange 
rate changes. 
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Chart 11.3 


Unit Labour Costs, 
Common Currency 
(U.S. Dollars) 1973-85 


average annual percentage change 


Domestic Currency Changes in Unit 
Labour Costs 


On a common currency basis, a change in 
competitiveness may occur either because of a 
change in domestic cost conditions or simply 
because of a change in the exchange rate. A 
country’s competitiveness may seem to be 
improving even when its domestic costs are 
increasing more rapidly than those of its trading 
partners simply because the value of the 
country’s currency is falling more rapidly than 
the relative increase in its costs. Alternatively, 
competitiveness may be improving in spite of an 
appreciation of the currency if domestic costs 
are increasing sufficiently less rapidly than those 
of its major competitors. 


A comparison of domestic currency cost 
changes in combination with a comparison of 
common currency cost changes is also very 
useful in order to understand the mechanism by 
which a country’s competitiveness is changing. 
Differences between the two indicate whether 
exchange rate or domestic cost changes have 
been the source of any change in 
competitiveness. If domestic costs are not 
competitive, a correction in this situation can 
occur either through a change in the exchange 
rate or a relative improvement in domestic costs. 
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Although a number of caveats must be borne in 
mind when analyzing competitiveness measures, 
it is nonetheless of interest to examine the 
available evidence. The next two sections review 
the Canadian historical experience compared to 
the major industrial countries by examining 
changes in unit labour costs on both a common- 
currency and a domestic-currency basis. In this 
way, it is possible to gain a better appreciation 
of the changes in Canada’s competitive position 
and the factors underlying the changes. 


2. Historical Perspective on 
Canada’s Cost Competitiveness 
(1973-1982) 


The period 1973 to 1982 saw many changes in 
relative competitive positions. Against a 
background of expanding world trade, all major 
OECD countries adopted flexible exchange rates. 
In addition, the period up to 1982 witnessed a 
significant outbreak of inflation as well as quite 
divergent movements in measured productivity 
and wage costs. In 1982, most Western industrial 
economies went through a substantial recession, 
a recession which had important impacts on 
their cost and price structures. The recession was 
particularly severe in Canada, which experienced 
an output decline that was the largest in its 
postwar history. 


Charts 11.4 to 11.8 show changes in the various 
components and measures of competitiveness 
over the 10-year period of generally high 
inflation from 1973 to 1982 for the seven major 
OECD countries. In comparing changes in 
domestic currency unit labour cost over this 
period (Chart 11.4), Canada’s performance was 
about average - better than Italy and the U.K, 
about the same as France but worse than our 
major trading partners, the United States and 
Japan, as well as Germany. This relative 
performance reflects the fact that, while 
increases in Canadian wage costs were less than 
the average over the 1973-1982 period 

(Chart 11.5), Canadian productivity growth was 
the lowest of the seven major OECD countries 
(Chart 11.6). 


Canada’s competitive position, measured in 
terms of a common currency (Chart 11.8), 
moved roughly in line with that of the U.S. over 
1973-1982. While domestic costs rose more 
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Chart 11.8 


Unit Labour Costs, 
Common Currency 
(U.S. Dollars) 1973-82 


average annual percentage change 


rapidly in Canada than the U.S. over this 
period, this was largely offset by a substantial 
depreciation of the Canadian dollar against the 
U.S. dollar (Chart 11.7). 


However, with the exception of the U.K., our 
performance was worse on this basis than the 
other major overseas industrial countries. This 
deterioration of our competitive position with 
overseas countries was due to either a larger 
currency depreciation against the U.S. dollar 
(Italy and France) or a generally better domestic 
cost performance (Japan and Germany). 


3. Developments Since 1982 


The recovery of the world economy from the 
severe 1981-1982 recession was characterized by a 
dramatic decrease in the rate of inflation as well 
as broadly based productivity gains across 
countries. In addition, there were very large 
currency swings which saw the Canadian and 
U.S. dollars rise significantly vis-a-vis overseas 
currencies up until March 1985. Since early 
1985, there has been an equally dramatic 
realignment of world exchange rates with the 
overseas currencies moving back to positions 
similar to those in the early 1980s. 
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1982-1985 


Charts 11.9 to 11.13 summarize developments 
covering the 1982-1985 period. During this 
period, average Canadian domestic currency 
labour cost increases (Chart 11.9) were among 
the lowest of the major OECD countries, with 
only Japan and the US. registering a better 
performance. The relatively superior Canadian 
performance during the last three years reflected 
the fact that among the major OECD countries 
Canada had one of the smallest increases in 
domestic currency wage costs (Chart 11.10) and 
a significant increase in productivity 

(Chart 11.11). 


Canada’s competitive position on a common- 
currency basis was substantially better than that 
of the United States over the 1982 to 1985 
period (Chart 11.13). 


The large appreciation of the Canadian and U.S. 
dollars against overseas currencies over this 
period resulted in a deterioration of Canada’s 
competitiveness against all major overseas 
countries except Japan (Chart 11.12). It is 
important to note that the U.S. and Japan, two 
countries against which our competitive position 
improved, account for the lion’s share of our 
trade (over 80% of merchandise trade). 


Chart 11.9 
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Recent Developments 


Since the first half of 1985, exchange markets 
have experienced huge realignments, with the 
North Arnerican currencies depreciating 
substantially against overseas currencies. 
Although only preliminary data are available on 
international unit labour costs, because of these 
large exchange rate changes, it is useful to 

use this information to examine recent 
developments. 


The data indicate that: 


e Our competitiveness with the U.S. has 
remained approximately unchanged over the 
period with the moderately faster growth in 
our domestic currency unit labour costs 
being offset by a fall in the exchange rate. 


e Canada’s competitive position on a common- 
currency basis has improved significantly in 
relation to overseas countries due in large 
part to the substantial depreciation of the 
Canadian dollar vis-a-vis these currencies. 
On a domestic-currency basis, our 
competitive position has strengthened against 
Japan, the U.K. and France, is approximately 
the same as Germany’s and has worsened 
against Italy. 


Table 11.1 


Competitive Position in Manufacturing 
First Half 1986 vs. First Half 1985 
(per cent change, year-over-year) 


Unit labour costs 
domestic currency 


Canada 3.5 
US. 1:2 
Japan 3.9 
Germany Sia 
Uk Tae 
France 4.9 
Italy 2.8 


(1) A positive number is an appreciation against the U.S. dollar. 


(2) Based on first quarter 1986 over first quarter of 1985. 
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4. Conclusions 


(1) This special report has described the 
strengths and weaknesses of three 
commonly employed measures of 
competitiveness - common currency cost 
levels, common currency cost changes and 
domestic currency cost changes. Practical 
difficulties limit the analysis to looking 
solely at unit labour costs in the 
manufacturing sector for each country. The 
difficulty of comparing /evels leads to a 
comparison of changes in common currency 
labour costs in manufacturing (roughly 
comparable international data are largely 
limited to such a measure). Because changes 
in costs can occur either because of 
domestic currency cost changes or changes 
in the exchange rate, it is useful to examine 
both domestic currency and common 
currency cost changes. 


(2) From an historical perspective, Canada’s 
competitive performance as measured by 
changes in relative unit labour costs over 
the 1973-1982 period, on a domestic 
currency basis, was about average compared 
to most major countries but worse than 
that of our major trading partner, the 
United States. On a common-currency 
basis, Canada’s performance was about the 


Exchange rate) Unit labour costs 


vis-a-vis U.S. dollars US. dollars 

—2.4 1.1 

- 132 
42.6 46.5 
38.1 41.2 
24.3 32.0 
34.9 39.8 
26.5 29.3 


same as the U.S. but worse than the other 
major industrial countries with the 
exception of the U.K. Over this period, 
Canadian nominal wage gains were about 


at the average rate of increase of the major 


industrial countries, Canadian productivity 
growth was the lowest among the seven 
major OECD countries and the Canadian 
dollar depreciated substantially against the 
US. dollar. 


(3) Over the 1982-1985 period, Canada’s 
performance on a domestic-currency basis 
was certainly above average although still 
not as good as in the United States or 
Japan. However, the depreciation of the 
Canadian dollar relative to the U.S. dollar 
and the Japanese yen produced an 
improvement in our competitive position 


relative to the United States and Japan, our 


principal trading partners. The better 
performance on a domestic currency cost 


basis relative to Italy, France, Germany and 


the United Kingdom was not sufficient to 
offset the erosion in our competitive 
position relative to these countries resulting 
from the appreciation of the Canadian 
dollar relative to their currencies. 


(4) Dramatic currency realignments have 
occurred over the last 1 1/2 years against 
overseas currencies. Compared to the first 
half of 1985, Canada’s current competitive 
position against the U.S. has remained 
approximately unchanged but has greatly 
improved against the other major industrial 
countries on a common-currency basis. 


(5) Looking ahead, Canada’s relatively 
favourable performance in restraining the 
growth of domestic currency unit labour 
costs, in conjunction with recent exchange 
rate movements, indicates that Canada’s 
competitive position has been considerably 
strengthened, particularly vis-a-vis 
overseas countries. 


Sources of Data for 
the Charts in this Report 


Wchart 11.1 


| 


' Manufacturing industries trade data (1970 SIC) 


data from Quarterly Estimates of the Canadian 
Balance of International Payments, Statistics 
Canada, cat. 67-001; 1986 total trade data are 
for the first three quarters of the year, 
seasonally adjusted. 


for 1973-1980 are taken from Manufacturing 
Trade and Measures (1966-1984), Department of 
Regional Industrial Expansion, 1985; data for 
1981-1985 (1980 SIC) comes from Manufacturing 
Trade and Measures (1981-1985), Department of 
Regional Industrial Expansion, 1986; total trade 


Charts 11.2-11.13 


Data from International Comparisons of 
Manufacturing Productivity and Labour Costs, 
U.S. Bureau of Labour Statistics, 

December, 1986. 
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GDP growth slowed to 0.2% in the fourth quarter of 1986 as a result of an inventory 
decumulation, but domestic and export demand continued to increase briskly; for the 
year 1986 as a whole, real output growth was 3.1%. 
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While growth in real disposable income rebounded in the fourth quarter, real auto 
expenditure was down sharply. Other categories of consumer spending continued to grow at a 
healthy pace. 
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Housing starts exceeded 200,000 in February for the eighth consecutive month, buoyed by 
falling mortgage rates and strong consumer confidence. 
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Non-residential investment rose in the fourth quarter due to an increase in oil and gas 
exploration and continued growth in machinery and equipment. 
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A downswing in inventory investment, culminating in a $1.1 billion inventory investment 
decline in the fourth quarter, was the main reason for the weak growth in the second half. 
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The federal deficit (CIEA basis) in 1986 averaged $24.8 billion, down from $32.3 billion in 
1985; the consolidated deficit of other government levels and hospitals more than doubled 
due largely to the adverse impacts of lower international oil and grain prices. 


7. Foreign Trade and International Developments ...................... cece eee ee ee eee ence ee eeeenaeenaeeneens 


The current account deficit widened in the fourth quarter because of a deterioration of the 
terms of trade and a worsening of the services account deficit. 
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The strong employment growth that marked the second half of 1986 continued in January 
and February. 
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Consumer prices rose 3.9% on a year-over-year basis in January after increasing 4.1% on 
average in 1986. 
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The Canadian dollar surged early in 1987, facilitating substantial declines in interest rates to 
around nine-year lows. 


Special Report 


11. A Review of Financial Developments in the Canadian Non-Financial Corporate Sector 
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An examination of financial developments that have affected the corporate sector in the 
1980s, and a comparison of recent Canadian developments with those in the U.S. 
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1. The Economy in Brief 


Highlights of Recent Developments 


e Real growth slowed to 0.2% in the fourth quarter of 1986 from 0.8% in the third quarter. 
Healthy growth in both domestic and export demand was offset by a large reduction in 
inventory investment, 


e Despite an inventory-induced slowdown in growth in the second half of the year, real 
economic activity expanded by 3.1% in 1986. 


e The sharp decline in international energy and wheat prices in 1986, coupled with strong 
domestic demand for imports, resulted in a sharp rise in the current account deficit from 
$0.6 billion in 1985 to $8.8 billion in 1986. 


¢ Employment rose by 2.9% last year, the largest annual rate of increase since 1980. There 
were 205,000 jobs created over the course of 1986. 


e Since the beginning of 1987, the dollar has appreciated against the U.S. currency, interest 
rates have dropped sharply, inflation has eased and employment growth has continued 


strongly. 

Summary unsustainable pace in the first half of the year. 
Consumer demand remained relatively strong 

The Canadian economy grew at a rate of 3.1% and the merchandise trade balance improved 

in 1986, despite a significant slowdown in the significantly. The current low levels of interest 

second half of the year due to large inventory rates, the healthy financial positions of 

adjustments. This was the fourth year of 

recovery with growth above 3%, and placed Chart 1.1 


Canada as the fastest growing economy among 


aera Employment Since January 1986 
the major OECD countries in 1986. 


millions of persons 


The pattern of economic growth throughout 
1986 was influenced principally by the impacts 
of large declines in oil and grain prices and by 
swings in total inventory investment. The strong 
pace of economic activity during the first half 
of 1986 was due mainly to a rapid buildup of 
inventories which more than offset the decline in 
net exports and weak final domestic demand 
(due to energy-related investment declines). In 
the second half, inventory investment fell, with a 
$1.1 billion decumulation in the fourth quarter, 
while both final domestic demand and net 
exports picked up strongly. 


Real growth in the fourth quarter of 1986 
averaged 0.2% following a 0.8% advance in the 
third quarter. Weakness in the second half of 
last year was due largely to a significant 
reduction in inventory investment from the 


Chart 1.2 
Components of Demand 
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Main Economic Indicators 


Real output and demand 
(1981 dollars) 


GDP (%o,a.r.) 
Final domestic demand (%,a.r.) 
Consumption (%,a.r.) 
Business capital formation (%o,a.r.) 
Residential construction (%,a.r.) 
Non-residential construction  (%,a.r.) 
Machinery and equipment (%,a.r.) 
Inventory investment ($b,a.r.) 
Business non-farm ($b,a.r.) 
Trade balance ($b,a.r.) 
Current account balance ($b, current, a.r.) 


Costs and prices 


GDP price inflation (%,Y/Y) 
Consumer Price Index (%,Y/Y) 
CPI - energy (%,Y/Y) 
Excluding food and energy (%,Y/Y) 
Change in unit labour costs (%,Y/Y) 


Labour Market 


Unemployment rate (%) 
Change in employment (%) 


Financial Developments 


Exchange rate (closing) (U.S. cents) 
Prime interest rate (%) 
1-Year mortgage rate (%) 


1985 


Chart 1.3 
The Real Trade Balance 
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consumers and businesses, stable inflation and 
Canada’s improved competitive position all 
suggest that the economy is well poised for 
continued growth in 1987. 


For the year 1986 as a whole, employment was 
up 2.9%, the strongest annual rate of increase 
since 1980. Employment growth strengthened 
steadily after July in line with the rebound in 
growth in final domestic demand and export 
sales. The level of employment rose by 221,000 
between July and February (Chart 1.1). 


Canada’s current account balance in 1986 was 
significantly affected by sharp declines in 
international prices for oil and gas and grains, 
and continuing weakness in other primary 
product prices. For the year, the current account 
deficit increased to $8.8 billion from $0.6 billion 
in 1985, with Canada registering a 3.4% decline 
in its terms of trade. In volume terms, however, 
the second half of 1986 witnessed a sharp pick- 
up in real merchandise exports after declines 
over the first six months of the year, and the 
real merchandise trade surplus improved 
significantly in the fourth quarter of 1986. 


Final Domestic Demand Shows 
Healthy Growth 


After increasing strongly in the third quarter, 
growth in final domestic demand slowed in the 
fourth quarter but still maintained a healthy 
pace (Chart 1.2). Growth in consumer demand 
was down noticeably after two quarters of large 
increases, mainly due to a decline in auto-related 
expenditures. Business capital investment rose 
briskly after sluggish growth over the previous 
three quarters, led by a rebound in non- 
residential construction that was concentrated in 
higher exploration and development in the 
petroleum sector. Residential investment again 
rose sharply in the fourth quarter. Housing 
starts averaged 212,000 units in the second half 
of 1986, the first time housing starts have 
remained above 200,000 for six consecutive 
months since 1978, and have remained 
substantially above 200,000 units through 
February of this year. 


More Balanced Inventory Situation 
at Year End 


Inventories were very volatile in 1986. After a 
large increase in the first quarter of the year, 


non-farm inventory investment decreased in the 
second and third quarters, culminating in a 
decumulation in the last quarter of the year. At 
year end, the ratio of non-farm inventories to 
sales had returned to its 1983-1985 average level. 


Merchandise Trade Surplus Up Sharply 


The merchandise trade balance imvroved 
substantially in the fourth quarter as exports 
increased strongly for the second consecutive 
quarter while growth in imports slowed 
considerably (Chart 1.3). Shipments of grain and 
motor vehicles were the main contributors to the 
export growth. The improvement in the 
merchandise trade balance was actually less 
marked in nominal than real terms in the fourth 
quarter as Canada’s terms of trade worsened in 
the face of continuing weakness in commodity 
prices. Despite the improved merchandise trade 
situation, the current account balance 
deteriorated in the fourth quarter, in part owing 
to the reappearance of a deficit on travel 
transactions following the end of Expo 86. 


Investment Intentions Up for 1987 


The recently released Private and Public 
Investment Intentions (PPI) survey by Statistics 


Chart 1.4 


Movements in the Bank Rate 
and the Canadian Dollar 
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Canada suggests that the value of business non- 
residential investment spending is expected to 
increase by 4.3% in 1987, or about 1.5% in real 
terms. This follows a real decline of 0.8% in 
1986. Non-energy investment is expected to rise 
by 6.2% (or about 3.5% in real terms), but will 
be partially offset by anticipated further declines 
in energy investment. Investment growth is 
expected to be more evenly spread among 
industries than in 1986. 


The Dollar Strengthens and 
Interest Rates Drop 


The Canadian dollar has climbed steadily since 
December. This strength is attributed by many 
to the interest rate gap between Canada and the 
U.S., an expectation of a firming of commodity 
prices, particularly oil, and the continued 
decline in the federal government deficit. The 
strength of the Canadian dollar has permitted 
considerable declines in Canadian interest rates 
(Chart 1.4). The Bank Rate has fallen by 

1.2 percentage points since the beginning of the 
year and is now at its lowest level since 1974.. 
The prime rate, at 8.75%, and mortgage interest 
rates are at their lowest levels since 1978. 


Foreign Purchases of Canadian Bonds 
at Record Levels 


Net foreign purchases of Canadian bonds 
doubled in 1986. Purchases by Japanese 
investors in particular soared, accounting for 
40% of total purchases over the year, and 
purchases by other overseas countries increased 
strongly, while net purchases by U.S. investors 
decreased slightly. Factors accounting for this 
large capital inflow include attractive yields on 
Canadian securities, the relative strength of the 
Canadian economy compared to the other major 
industrial countries and large current account 
surpluses in Japan and elsewhere that are being 
reinvested internationally. 


Inflation Stable in the Quarter, 
Drops in January 


Consumer prices rose 4.3% on average in the 
fourth quarter on a year-over-year basis. For 
1986 as a whole, the CPI was up 4.1%, the third 
year of price level increases around 4%. 
Although energy price declines put downward 


pressure on the CPI through the year, increases 
in food prices, indirect taxes, and housing costs 
and the decline in the value of the Canadian 
dollar against overseas currencies put upward 
pressure on the CPI (Chart 1.5). In January of 
this year, the year-over-year increase in the CPI 
dropped to 3.9% from 4.2% in December. 


Strong Employment Growth in 1986 


Employment increased by 2.9% in 1986. The 
labour force increased 1.8%, with increased 
participation, especially from adult women as 
the main factor underlying this growth. The 
unemployment rate averaged 9.6% in 1986, 
down from 10.5% in 1985. While employment 
growth was strong in 1986, it was not evenly 
spread through the year. Employment declined 
slightly between January and July, in response 
to weak final domestic demand growth, but 
rebounded in the second half of the year in line 
with strengthening domestic demand. This 
strong pace of employment growth continued in 
January and February, but a pick-up in labour 
force growth left the unemployment rate at 9.6% 
in February. 


Chart 1.5 
CPI Inflation in Canada 
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2. Personal Sector 


Chart 2.1 


Change in Real Consumer Spending 
and Real Disposable Income 


per cent — annual rate 
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Despite a rebound in real personal disposable 
income, real consumer expenditure slowed 
substantially in the fourth quarter (Chart 2.1), 
due largely to the timing of auto expenditures. 
For the second half of the year, consumer 
purchases of autos were concentrated in the 
third quarter in response to extensive rebates 
and reduced-rate financing schemes that “‘pulled 
forward” future auto expenditures. 


For 1986 as a whole, consumer spending 
increased by 4.0% after advancing by 5.0% in 
1985. Real personal disposable income grew by 
1.3% in 1986. 


As a result of the rebound in income and slower 
consumer expenditure growth in the fourth 
quarter, the personal savings rate rose to 10.2% 
from 9.9% in the third quarter (Chart 2.2). 


For 1986, the personal savings rate was 

11.3%, its lowest annual level since 1977 and 
2.3 percentage points below its 1985 level. 
Consumers thus exhibited a willingness to 
finance increased spending by reducing savings 
as a share of income, reflecting both lower 
interest rates and strengthening consumer 
confidence. Quarterly variations in the savings 
rate were largely influenced by variations in the 
sales of durable goods - especially cars - and 
fluctuations in farm income. 


Charti:5 


Change in Real Consumer 
Spending on Autos 


per cent — annual rate 


Unit sales of new passenger cars declined 
sharply in the fourth quarter as previous sales 
promotions had advanced purchases into the 
third quarter. As a result, constant dollar 
personal auto-related spending dropped sharply 
in the fourth quarter (Chart 2.3). 


Unit car sales were some 4% lower in 1986 than 
in 1985, but remained above | million units for 
a second consecutive year. For the year as a 
whole, growth in real auto-related expenditures 
dropped to 3.1%. 
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Chart 2.4 


Change in Real Consumer 
Spending Excluding Autos 


per cent — annual rate 


Total consumer spending in real terms excluding 
autos continued to advance strongly in the 
fourth quarter, although at a slower pace 

than in the previous two quarters (Chart 2.4). 
Expenditures on non-auto durables, semi- 
durables, and services continued to grow, but 

a small decline in spending on non-durables 
moderated the growth of “non-auto” 

consumer spending. 


Consumer spending on furniture and appliances 
continued to show large increases in the fourth 
quarter. This is the result of strong housing 
investment in the last few quarters. 
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Chart 2.5 


Change in Nominal Personal Income 
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Chart 2.6 


Change in Personal Income 
Excluding Farm Income 


per cent — annual rate 
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Personal income advanced more strongly in 

the fourth quarter than in the third, largely 
reflecting increased government transfers to 
persons and a rebound in farm income 

(Chart 2.5). Strong growth in farm income 

in the fourth quarter reflected the final payment 
under the Western Grain Stabilization Program. 
Personal disposable income increased more 
strongly than personal income in the fourth 
quarter, as the first advance payment of 

the child tax credit was made by the 

federal government. 


While quarterly variations in spending on 
durables - especially cars - were partly 
responsible for the recent wide swings in the 
personal savings rate, the quarterly movements 
in measured net farm income were also 
important in 1986. Subsidy payments to farm 
operators tend to be concentrated in certain 
quarters. Because farm income from production 
is estimated on an annual basis by Statistics 
Canada and distributed equally throughout the 
year, the timing of these subsidy payments 
causes Statistics Canada’s measures of total farm 
income to vary substantially from quarter to 
quarter (Chart 2.6). 


3. Housing Sector 


Chart 3.1 


Change in Real 
Residential Investment 
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Total residential investment in real terms 
continued to be a major source of strength in 
the fourth quarter, increasing 17.7% (Chart 3.1). 


Mortgage rates remained well below previous 
peaks in the fourth quarter and declined further 
in early 1987 (Chart 3.2). 


Activity in the housing market has also been 
encouraged by several institutional developments 
designed to enhance the flexibility of financing 
the purchase of a home. Households taking 

out or renewing mortgages now can select: 

(1) maturities from six months to ten years, 

(ii) fixed or variable rates, (111) ‘open’ or ‘closed’ 
mortgages, and (iv) payment patterns that 
correspond more closely with their 

income flows. 
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Mortgage Payments on a Newly 
Purchased Home as a Share of 
Household Disposable Income* 
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*Based on Department of Finance estimates of 
quarterly occupied housing units. 
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Chart'3:4 
Multiple Listings Service (MLS) 
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The drop in mortgage rates and the increase 
in personal income over the last few years have 
significantly lowered the average share of 
mortgage payments in household budgets 
(Chart 3.3). Although substantial house price 
increases through 1986 have led to some 
deterioration in this measure, it remains well 
below previous peaks. 


The average Multiple Listings Service (MLS) 
price of a residential unit exceeded $102,000 in 
the fourth quarter, up over 20% from a year 
earlier (Chart 3.4). These price increases, 
resulting from strong demand and a limited 
availability of single family units, have given 

a strong boost to housing starts. 
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Chart 3.6 


Change in New House Investment 
in Constant Dollars 


per cent — annual rate 


With the strong demand and rising prices, 
housing starts totalled 199,785 units in 1986 and 
exceeded 200,000 units (annual rate) in the third 
and fourth quarters (Chart 3.5) compared to 
total housing starts of 165,826 in 1985. In 
January 1987, starts continued at a very high 
level of over 230,000 units before easing to just 
under 210,000 units in February. 


The rise in housing starts produced a very 
strong increase in the new house component of 
residential investment in the fourth quarter of 
1986 (Chart 3.6). As a share of total residential 
investment, new house construction has 
increased to almost 52% in 1986 from 48% 

in 1985. 


Chart 3.7 
Change in Housing Starts by Province in 1986 
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Housing starts increased 20.5% in 1986. This housing starts. In the early 1970s, “‘baby- 
robust housing sector performance reflected boomers”’ were entering the labour force and 
declining mortgage rates, strong consumer so the demand for rental accommodations 
confidence and “‘demographic pressures’’. dominated. In the 1980s, that generation has 
reached an age that favours ownership and 

e The strength in housing starts in 1986 was so demand has swung back towards 

regionally widespread, as in 1985, with single units. 

increases in nine of ten provinces (Chart 3.7). 

Growth in starts was particularly strong in e Single starts in Canada accounted for about 

Prince Edward Island, Quebec and Ontario 60% of total housing starts for the fourth 

due to healthy employment growth and low consecutive year. This was significantly 

vacancy rates. higher than the annual average of 48% 


from 1970 to 1982. 
¢ Demographic considerations have been a 
factor in the recent increase in single unit 


4. Business Non-Residential Investment 


Chart 4.1 


Change in Real Business Non-Residential Investment 
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Chart 4.2 


Change in Canadian Oil and Gas 
Drilling (metres drilled) 
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Real non-residential business fixed investment 
fell 0.8% in 1986 as a 7.7% decline in non- 
residential construction was only partially offset 
by a 5.4% increase in machinery and equipment 
investment (Chart 4.1). Dramatic changes in oil 
and gas investment in the year dominated the 
movements in non-residential construction. 
Machinery and equipment investment last year 
largely reflected the relatively strong growth of 
investment outside the petroleum sector, 
particularly in manufacturing. 


Investment in the oil and gas sector fell sharply 
in 1986 in response to the decline in the 
international price of oil (Chart 4.2). In the 
fourth quarter, there was a substantial increase 
in oil and gas drilling which boosted non- 
residential investment spending, as petroleum 
companies took advantage of Alberta 
government incentives that expired at the end of 
the year. 


Chart 4.3 
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Chart 4.4 


Change in Corporate 
Profits Before Taxes 


per cent — quarterly rate 
10 


LOSS ce 1986, sO Q2 Q3 Q4 
1986 


14 


Capacity utilization in the goods-producing 
industries declined in the second and third 
quarters of 1986. This downturn largely reflected 
decreased utilization rates in durables 
manufacturing, due to rapid investment growth 
and a slowdown in output growth in the first 
half of the year in this sector; and decreased 
utilization rates in energy-related industries 
which were substantially affected by the decline 
in oil prices in 1986. 


In the fourth quarter, capacity utilization rates 
improved in response to widespread gains in 
goods-producing industry output. The capacity 
utilization rate increased by 2.0% in 
construction, 1.5% in mining and 0.4% in 
manufacturing where the largest increase was in 
the primary metal industry. 


Total corporate profits before taxes declined 
4.9% in 1986 due primarily to a drop in the 
profits of the petroleum sector as a result of the 
sharp decline in world oil prices. Industrial 
corporation statistics indicate that the oil and 
gas sector profits declined by $7.3 billion (or 
69%) in 1986, which was more than three times 
the overall decline in corporate profits. Outside 
the petroleum sector, profits continued to grow, 
with particular strength occurring in the 
financial sector, and this resulted in positive 
growth in total profits over the last three 
quarters of 1986. 
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Chart 4.6 


Statistics Canada’s most recent Private and 
Public Investment (PPI) survey indicates that 
business nominal investment is expected to 
increase 4.3% in 1987. This implies real growth 
in business non-residential investment spending 
of about 1.5%, a sizeable turnaround from the 
decline of 0.8% in real terms in 1986. 


The PPI survey also indicates that investment 
growth is expected to be more evenly spread 
among industries in 1987 than in 1986 

(Chart 4.6). Nominal non-energy investment is 
expected to be up 6.2% in 1987, with trade, 
finance, insurance and real estate, utilities and 
manufacturing investment anticipated to grow 
between 8 and 11%. However, this will be 
partially offset by continued investment declines 
in the oil and gas industry of 12.8% (Chart 4.5). 
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Chart 4.7 


Change in Nominal Business Investment Intentions by Region 


per cent 


The PPI survey also suggests that growth in 
business investment spending will be more evenly 
distributed among regions in 1987 than in 1986. 


e In 1986, investment growth was concentrated 
largely in Central Canada reflecting strong 
growth in manufacturing and commercial 
investment, while regions heavily dependent 
on resource industries had investment 
declines. 


e In 1987, positive investment spending is 
expected in all regions except the Atlantic 
and Alberta, and these areas are anticipated 
to do substantially better than in 1986. Weak 


1986 
Mm 1987 


investment spending intentions in Alberta 
and the Atlantic continue to reflect the 
impact of reduced oil and gas investment as 
a result of lower world oil prices. 


Saskatchewan is expected to have the 
strongest growth in business investment in 
1987, led by increases in manufacturing, after 
experiencing the largest provincial decline in 
1986. British Columbia is also expected to 
have a substantial upswing in investment 
growth in 1987 as a result of large planned 
investment gains in pulp and paper and 
lumber manufacturing. 


5. Inventories 
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Real Inventory Investment 
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Swings in real inventory investment (excluding 
government) through the year affected 
importantly the pattern of growth observed in 
1986. After being the principal source of growth 
in the first half of the year, inventory investment 
declined in the third quarter and fell $4.5 billion 
in the fourth quarter with an inventory 
decumulation of $1.1 billion. 


Agricultural inventory accumulation was very 
strong throughout the first three quarters of 
the year due to a record grain harvest and 
weak world demand. A strong improvement 
in grain exports in the fourth quarter led to 
a $2.5 billion decline in inventory investment 
in grains. 


1986 1986 


e Business inventory investment (excluding 


gold) rose very sharply in the first quarter, 
declined moderately over the second and 
third quarters, and then fell $2.5 billion in 
the fourth quarter. The fourth quarter 
decline in business inventories (excluding 
gold) was widespread in manufacturing, 
trade and other industries. 


There were large increases in gold inventory 
investment in the first half of 1986 but a net 
decumulation over the second half of 

the year. 
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The decline in business inventory investment in 
the fourth quarter resulted in a decline in the 
business inventory-to-sales ratio to the average 
level over the 1983-1985 period. As a result, it 
appears that any unintended inventory 
accumulation that may have occurred in the first 
half of 1986 was largely corrected in the fourth 
quarter. This should put businesses in a better 
position to expand production and employment 
in line with the anticipated growth in final 
domestic demand and export sales in 1987. 


The agricultural inventory-to-sales ratio also fell 
sharply in the fourth quarter, largely returning 
to its average over the 1983-1985 period, as grain 
inventories fell in response to a strong rise in 
grain export sales. Real exports of wheat rose 
99% in the quarter as a result of increased 
shipments to the U.S.S.R. under a long-term 
agreement signed in October 1986 and the end 
of the grainhandlers’ work stoppage that 
disrupted grain exports in the third quarter. 


6. Government Sector 


Chart 6.1 


Federal Deficit 
(CIEA Basis) 


billions of dollars — annual rate 


The federal government deficit on a Canadian 
Income and Expenditure Accounts (CIEA) basis 
averaged $24.8 billion in 1986, down sharply 
from $32.3 billion in 1985 (Chart 6.1). For the 
year as a whole, total expenditures rose only 
0.2% while revenues rose 9.2% (Chart 6.2). 


Restraint on expenditures was widespread in 
1986 as expenditures, excluding debt interest, fell 
in absolute terms. Spending on goods and 
services was roughly unchanged, while “‘other”’ 
spending fell substantially, mainly as a result of 
lower capital assistance (with the termination of 
petroleum incentive grants) and lower subsidies 
(with the end of petroleum compensation 
payments). The reduction in subsidies was 
partially offset by increased payments to 
farmers. Revenue growth was led by direct 
personal taxes and indirect taxes. Direct 
corporate taxes fell, reflecting the weakness in 
profits of the upstream oil and gas sector. 
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Chart 6.2 


Change in Federal Government 
Revenues and Expenditures, 
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per cent — year over year 


35 
Revenues Expenditures 


nr 
revenues 
Indirect 
Total 
expenditures 
interest 
Goods and 
services 
Transfers to 


Nn 
2 
= 
oO 
5 
S 
el 
o 
> 
) 
50 


Transfers 
to other 


Direct taxes 
| corporations 


20 


Chart 6.3 


Provincial, Local and 
Hospitals Balance 
(CIEA Basis) 


billions of dollars — annual rate 


The consolidated provincial-local-hospital (PLH) 
sector deficit averaged $5.7 billion in 1986, 
compared to $2.2 billion in 1985 (Chart 6.3). In 
1986, expenditures rose 6.2% while revenues 
advanced 3.5% (Chart 6.4). 


Expenditure growth in 1986 was led by increased 
spending on goods and services and transfers to 
persons. Revenue growth was more moderate as 
investment income, direct corporate taxes and 
federal cash transfers all declined. The drop in 
investment income reflected lower royalties as a 
result of the drop in oil and gas prices. The 
decline in direct corporate taxes reflected the 
weakness in energy sector profits. Growth in 
federal cash transfers to provinces was affected 
by the impact of prior-year adjustments in 1985 
and the strong growth in direct taxes. 
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Chart 6.4 


Change in Provincial and Local Governments and Hospitals 
Revenues and Expenditures, 1986 (CIEA Basis) 
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7. Foreign Trade and International Developments 


Chart 7.1 


Current Account Balance 


billions of dollars — annual rate 


PDS 


eS 


0.0 


aay MH Current account 
Trade balance 


== Al tSy, erences 
Q1 Q2 93 Q4!Q1 Q2 Q3 24 'aQi Q2 Q3 Q4 
1984 1985 1986 
Chart 7.2 


Change in Real Merchandise 
Exports and Imports 


per cent 


i Exports 
ZZ) Imports 


1985 1986 Ql Q2 Q3 Q4 


The current account deficit deteriorated in the 
fourth quarter in spite of a substantial increase 
in the merchandise trade surplus. The trade 
balance rebounded to reach $11.1 billion as 
merchandise exports far outpaced imports. 
However, the total non-merchandise trade deficit 
widened to $20.2 billion, in part because of the 
end of Expo 86. For 1986 as a whole, the 
current account deficit was $8.8 billion. 


The merchandise trade surplus in real terms rose 
in the fourth quarter to $19.9 billion from 
$16.9 billion in the preceding quarter. The 
second half of the year was marked by a 
recovery in exports, as foreign demand for cars, 
other finished products and wheat all increased. 
Growth in imports weakened in the fourth 
quarter due mainly to a decrease in consumer 
expenditure on goods, especially motor vehicles, 
and to a cutback in imports of petroleum and 
coal products. 
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Chart 7.3 
Export and Import Prices 
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Chart 7.4 
Current Account Balance with U.S. 


billions of dollars 


For the fifth consecutive quarter, the terms of 
trade (the ratio of export to import prices in 
Canadian dollars) deteriorated in the fourth 
quarter. In 1986, the terms of trade declined 
substantially, due mainly to the sharp drop in 
export prices for wheat, crude petroleum and 
natural gas, and to the impact on import prices 
of the depreciation of the Canadian dollar 
against Overseas currencies. 


The current account surplus with the US. 
decreased by about $3.2 billion in 1986. This 
sharp reduction was due to a decline in the 
merchandise trade surplus from $20.7 billion in 
1985 to $16.8 billion in 1986, reflecting a 
reduced value of energy exports. Strong 
domestic demand in Canada resulted in rapid 
growth in imports. 


Chart 7.5 


Merchandise Trade Balance With Overseas Countries 


billions of dollars — annual rate 


United Kingdom 


The merchandise trade balance with overseas 
countries continued to deteriorate in 1986, 
averaging a record deficit of $6.6 billion. 


e The increase in the deficit was largely 
concentrated with Japan and the main 
European countries excluding the United 
Kingdom, and reflected a strong growth in 
the value of imports from these countries. 


e Strong growth in demand for machinery 
and equipment, consumer goods and cars 
produced overseas, combined with the 
effects of the depreciation of the Canadian 


Imports --<—<<= Exports 


Other Europe Other Countries 


dollar (mainly against the Yen and the 
European currencies), resulted in the 
substantially higher values of imports from 
these countries. 


In the fourth quarter, there was some 
improvement in Canada’s trade balances 
with the overseas countries due to a sharp 
increase in exports (except to Japan) and a 
decline in imports from all countries except 
the United Kingdom. This was the first 
decline in imports from these countries since 
the beginning of 1985. 
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8. The Labour Market 


Chart 8.1 


Recent Movements in Employment 


1986 average 


1985 average 
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Chart 8.2 
Employment and Demand Growth 
: per cent — annual rate 
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Final domestic demand and GDP (CIEA basis) are 
for the first and second halves of 1986. 


Employment grew 2.9% in 1986, the largest 
annual rate of increase since 1980. However, the 
pattern of employment growth through the year 
was uneven. After a record monthly increase in 
January 1986, employment changed little from 
February through June before declining in July. 
Since July, employment has recovered strongly 
and 221,000 jobs have been created. Indeed, in 
February 1987, employment was already 1.2% 
above the 1986 average. 


Underlying the employment pattern of first-half 
weakness and second-half strength were 
corresponding movements in final domestic 
demand. While GDP growth was concentrated 
in the first half of the year, employment growth 
correlated more closely with final domestic 
demand growth. The correction in inventories in 
the second half of the year, to levels more in 
line with sales, and the pick-up in final domestic 
demand have firmed the demand for labour. 
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Chart 8.3 
Employment by Industry 
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Chart 8.4 
Employment by Region 
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Healthy employment growth since the first half 
of 1986 has included both goods and services 
industries. Employment in services grew 2.3% 
during this period and goods employment, 
which declined in the first half of 1986, 
increased 0.9% since July led by gains in 
non-agricultural primary industries. 


Regionally, employment growth continued to 
show wide variation. Since July, however, three 
of the five regions (Quebec, Ontario and the 
Atlantic region) experienced employment growth 
similar to or above the national average. 
Employment in the Prairies has remained flat, 
after a net decline in the first half of the year. 
Only B.C. has suffered net job losses since 

July 1986, reflecting, in part, the impacts of the 
major five-month forestry strike and the closing 
of Expo 86 in October. 


Chart 8.5 
The Unemployment Rate 
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Chart 8.6 


The Youth Unemployment Rate 
Since 1981 


per cent 


1981 1983 1985 1987 


The unemployment rate averaged 9.6% in 1986, 
down from 10.5% in 1985. After declining in the 
August-to-October period, the unemployment 
rate remained flat at 9.4 per cent in November 
and December, and increased to 9.7% in 
January. There was substantial employment 
growth in recent months, but labour force 
growth has also been strong. In February of 
1987, the unemployment rate dipped slightly 

to 9.6%. 


The youth unemployment rate has continued to 
show the most improvement of all age groups. 
The youth unemployment rate, at 14.6% in 
February, has fallen 6.7 percentage points from 
its July 1982 peak of 21.3% and is currently at 
its lowest level since October 1981. 
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9. Price and Wage Sector 


Chart 9.1 
GDP Inflation 


per cent — year over year 
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Chart 9.2 


Change in the Wage Rate* 
and Unit Labour Costs 


per cent — year over year 
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*Labour income divided by employment. 


The GDP implicit price index in the fourth 
quarter was 3.0% above its level of a year 
earlier. For 1986, the GDP implicit price index 
rose Only 2.8% (annual average), about the same 
as.in the) US.\(Chart.9u0). 


GDP inflation for the year was relatively low. 
Key factors underlying this development were 
restrained unit labour cost increases, due to 
moderate wage increases and continued 
productivity growth (Chart 9.2), and a 
significant reduction in Canada’s terms of trade, 
due largely to lower energy and grain prices. 
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Chart 9.3 


Change in the CPI and 
Raw Materials Prices 


per cent — year over year 


For the third consecutive year, consumer prices 
increased around 4% in 1986 (Chart 9.3). Sharp 
increases in food and housing prices, the 
depreciation of the Canadian dollar against 
overseas currencies, and higher indirect taxes 
were only partially offset by large declines in 
energy prices. With the easing of the upward 
pressure on prices stemming from a number of 
these factors, CPI inflation has recently declined 
from 4.5% (year over year) in November 1986 to 
3.9% in January 1987. 
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Chart 9.4 


Inflation in Canada and 
the U.S. — January 1987 


per cent — year over year 


On a year-over-year basis, CPI inflation in 
Canada remained above that in the U.S. in 
January 1987 (3.9% and 1.4% respectively). This 
difference reflects higher food price increases, 
smaller energy price declines and the impact of 
indirect tax increases in Canada over the last 
items 12 months (Chart 9.4). 
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10. Financial Sector 


Chart 10.1 
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Chart 10.2 


Net Foreign Purchases 


of Canadian Bonds 


billions of dollars — annual rate 


Japan 


1985 


1986 


Ql 


a Monthly high/low range 


A Vast data 
plotted 
March 12 


1986 1987 


After reaching record lows in the first quarter 
of 1986, the Canadian dollar recovered and 
throughout the remainder of the year traded in 
a narrow range above 72 cents U.S. Since the 
end of the year, the dollar has risen dramatically 
and is currently (March 13) trading above 

75 cents U.S. Market analysts attribute this 
strength to the gap between Canadian and U.S. 
interest rates, the general weakness of the U.S. 
dollar, anticipated firming in commodity prices, 
and reductions in the federal government deficit 
in Canada. 


Net foreign purchases of Canadian bonds 
doubled in 1986 (Chart 10.2). The growth in 
Japanese purchases during the course of the 
year was particularly strong, accounting for 40% 
of the total. Net purchases of Canadian bonds 
by U.S. residents slipped in 1986. Among factors 
explaining this large capital inflow are the 
attractive yields of Canadian bonds and the 
healthy growth of the Canadian economy. 
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Chart 10.3 


90-Day Commercial Paper Rate 
in Canada and the U.S. 
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Chart 10.4 
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The recent strength of the Canadian dollar 
against the U.S. dollar has permitted Canadian 
short-term interest rates to decline sharply. This 
occurred in spite of recent increases in U.S. 
short-term rates (Chart 10.3). As a result, the 
differential on 90-day commercial paper has 
narrowed to below one percentage point - the 
lowest since the Autumn of 1985. 


After being relatively stable around 8.5% in 
the last half of 1986, the Bank Rate fell by one 
percentage point over the course of January 
before moving up slightly in February 

(Chart 10.4). In early March, it has fallen again 
to 7.28%, its lowest level since 1974. Other 
interest rates have followed. The chartered 
banks’ prime lending rate is down one 
percentage point and mortgage rates half a 
percentage point from the end of 1986. 
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Chart 10.5 
TSE 300 Closing Quotation 
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The stock market started the new year with a 
burst of strength. The TSE 300 Index broke the 
3500 barrier in late January (Chart 10.5). 
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Special Report 


This special report was prepared 
by Munir A. Sheikh and V.K. Whitehead. 


Economic Studies and Policy Analysis Division 
Fiscal Policy and Economic Analysis Branch 
Department of Finance. 


Views expressed in this special report represent 
those of the authors and should not be 
attributed to the Department of Finance. 


11. A Review of Financial Developments in the Canadian 
Non-Financial Corporate Sector in the 1980s 


1. Introduction 


The examination of the financial situation of 
the non-financial corporate sector before and 
after the 1981-1982 recession is important for a 
full understanding of the performance of the 
Canadian economy in the 1980s. This special 
report) reviews financial developments in 

the Canadian corporate sector, and compares 
these developments with the situation in the 
United States. 


The basic story that emerges is that large 
changes in the financial structure of 
corporations significantly influenced corporate 
behaviour in the 1980s. Non-financial 
corporations substantially altered their balance 
sheets over the 1979-1981 period by relying 
heavily on short-term and variable-rate debt to 
finance both the investment boom and strong 
acquisition activity. These developments left 
Canadian corporations ill prepared to deal with 
the combined shock of interest rate run-ups and 
the profit and output declines which occurred 
during the 1981-1982 recession. The ensuing 
recovery has been marked by a major effort by 
corporations to restructure their balance sheets 
and this restructuring has been achieved partly 
by cutbacks in investment spending. By the end 
of 1986, the non-resource sector had largely 
restored pre-1981 financial positions. In contrast, 
the natural resource sector’s financial situation 
still reflects the continuing international 
weakness in commodity prices. 


The financial situation of the Canadian and 
U.S. corporate sectors evolved quite differently 
during the past several years. While Canadian 
corporations have experienced substantial 
improvements in their financial position in the 
last four years, the U.S. corporate financial 
situation has deteriorated quite significantly 
since 1983. Corporate profitability has increased 


and leverage declined in Canada in recent years 
while U.S. corporations have experienced a 
decline in profitability and their reliance on debt 
has increased dramatically. 


Section 2 of this special report is a review of the 
corporate financial situation in the period 
immediately preceding and including the 
1981-1982 recession. Section 3 provides a 
discussion of corporate financial developments 
during the 1983-1985 period of economic 
recovery. More recent developments are the focus 
of analysis in Section 4, while Section 5 
provides a comparison of the corporate financial 
developments in Canada and the U.S. The report 
ends with some concluding remarks. An annex 
contains the definitions of the various financial 
ratios presented and a discussion of the nature 
of the data. 


2. Historical Perspective: 
The Period to 1982 


The period from 1979 to 1981 was marked by 
both strong growth in business investment and 
an important change in the manner in which 
that investment was financed as the period 
progressed. From the end of 1978 to the peak in 
the second quarter of 1981, business fixed 
investment in constant dollars rose by almost 
50% (Chart 11.1). The major factors behind the 
investment boom were strong economic growth 
and the expectations that this growth would 
continue, low real interest rates and the pick-up 
in the growth of energy investment following 
sharp increases in energy (particularly 
petroleum) prices. Expectations generally were 
that high rates of inflation would continue and 
the costs of borrowing on the part of business 


(1) Readers interested in more information on financial developments should read Robert Tetlow, “Some Developments in 
Financing and Capitalization of Non-Financial Businesses in Canada”, Bank of Canada Review (December 1986), pp. 3 to 23. 


3h 


Charts? 


Chart 11.1 


Long-Term Corporate Bond Rate 


Real Business Investment 


bond yield. 


al less change in GDP deflator 


(1) McLeod Young Weir long-term corporate 


(2) Nomin 


t+ OM 
Cf oye) 
Wa) =? WS) 
co co 
SPOS 
\S/ CO 
arn 
co co 
nN st 
Se/ Oe 
coal N 
co co 
+ A 
Cf oe 
CO” 
tC [oe) 


Chart 11.4 


Chart 11.3 


6 


% 


~F 


were perceived to be low despite increases in 
nominal interest rates (Chart 11.2). 


With profitability high during this period, as 
shown by the return on equity and profit 
margins (Charts 11.3 and 11.4), initially most of 
this investment boom was financed out of 
business profits, which more than doubled from 
1977 to 1980 (Chart 11.5). However, external 
financing became increasingly important in 1981 
as corporate profits began to decline in response 
to sharp increases in both wage costs and debt- 
servicing costs. Wage settlements averaged 13.3% 
in 1981 and interest rates moved into the 15 to 
20% range in nominal terms and close to 6% in 
real terms (Chart 11.2). As a result, the 
reinvestment ratio shot up from under 1 to 

over 1.4. 


The deterioration in the corporate financial 
situation in 1981 could be seen in a number of 
key financial indicators. Both profit margins and 
the rate of return on equity declined. This 
decline in profitability, combined with the poor 
performance of the stock market, led to a 
greater reliance on debt financing, resulting in a 
large increase in the debt-to-equity ratio 

(Chart 11.6). Another major factor affecting the 
debt loads was the borrowing undertaken for 
takeovers, particularly of foreign-owned 
petroleum companies in response to the 
“Canadianization” provisions of the National 
Energy Program. Financing of these takeovers 
was mostly in the form of short-term and 
variable-rate debt. As profits fell and interest 
payments ballooned, the interest coverage ratio 
declined substantially (Chart 11.7). 


The interaction of declining profits and 
increasing debt loads led to a significant 
deterioration in the financial health of Canadian 
corporations, leaving them ill prepared when the 
economy went into recession in mid-1981. Both 
nominal and real interest rates rose dramatically 
(Chart 11.2) during the recession which impacted 
significantly on the economy in general and the 
financially vulnerable business sector in 
particular. The investment boom came to an 
abrupt end in the second half of 1981. The 
business sector found itself with large and 
growing surpluses of productive capacity as 
demand fell off and, in addition, faced rapidly 
increasing financing costs resulting from the rise 


in interest rates. Investment in constant dollars 
fell more than 16% between mid-1981 and the 
end of 1982 (Chart 11.1). However, profits fell 
even faster than investment so that the 
reinvestment ratio actually rose to a record 1.59 
in 1982. In conjunction with the impacts on 
profits of both the recession and high debt- 
servicing costs, the weakness of the equity 
markets meant that corporations continued to 
rely heavily on debt instruments to meet their 
financing needs throughout the 1981-1982 
period. As a result the debt-to-equity ratio rose 
to a record level in 1982 (Chart 11.6) and the 
interest coverage ratio fell dramatically 

(Chart 11.7), further reducing the ability of 
corporations to meet short-term financial 
requirements from internal funds. 


3. The Recovery: 1983-1985 


A prime objective of corporations during the 
economic recovery, which began in the first 
quarter of 1983, was to improve their balance 
sheets. At the beginning of 1983, corporate 
profitability was low, debt levels were too high 
and interest payments were eating up too large a 
fraction of corporate income. The business 
sector took a number of steps to deal with 

this situation. 


e First, the investment boom of the 1979-1981 
period and the subsequent large decline in 
demand had led to a large increase in excess 
capacity. As a result, firms reduced 
investment spending in the early phase of the 
recovery despite large increases in output. 
The reinvestment ratio fell substantially in 
1983 from its record 1982 level and declined 
further in the 1984-1985 period. 


e Second, the business sector used the rebound 
in profits early in the recovery to restructure 
balance sheets. The growth of total 
borrowing slowed substantially. As well, there 
was a significant lengthening in the maturity 
of debt and a shift away from variable-rate 
debt (Chart 11.8). 


e Third, firms also improved their liquidity 


positions by keeping more cash at hand and 
the interest coverage ratio rose (Chart 11.7). 
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Chart 11.6 
Debt to Equity Ratio 
n-Financial Corporations 


No 


Corporate Profits 


Before Tax 


Chart 11.5 


ty 


WOW 


foe) 
(oe) 
fon 
a 


j=) 
co 
oO 


ion 
~~ 
' 
™~ 
™~ 


Cm 
‘ 
tm 


(2) 


nd of period. 


(1) Includes long-term bank loans. 


Debt Outstanding 
(2) End of 3rd quarter 


: From levels at e 


nge in 
78 79 80) 81 ~82. 483: | 849" (gSrieam 


Chart 11.8 


Cha 
Note 


Chatttie7 


Over all, while the financial situation of large 
corporations at the end of 1985 had improved 
substantially, it remained less robust than it had 
been on average over the 1977-1981 period 
(Charts 11.3 to 11.7). Both the resource and non- 
resource sectors had made significant 
improvements in their balance sheets 

(Charts 11.9 to 11.12) in the 1983-1985 period. 
However, the extent of the improvement over 
this period differed considerably between the 
resource and non-resource sectors of the 
Canadian economy. 


Given the extent of the profitability decline in 
the resource sector during the 1981-1982 period, 
and the continuing weakness in international 
commodity prices through the recovery, the 
financial situation of that sector at the end of 
1985 was still considerably less buoyant than it 
had been prior to 1981. 


e Profit margins were 12.5% at the end of 
1985, still below the peak level of 20.7% in 
1979 and the average of 15.7% over the 
1977-1981 period. 


e The rate of return on equity of 8.9% at the 
end of 1985 was below the 1979 peak of 
23.6% and the 1977-1981 average of 17.0%. 


e The debt-to-equity ratio of 0.73 was still 
above the average 1977-1981 value of 0.52. 


e The interest coverage ratio at 3.9 at the end 
of 1985 was again significantly below the 
pre-recession peak of 10.6 and the 1977-1981 
average of 8.3. 


In contrast, the non-resource sector made 
significantly more progress in restoring its 
financial situation over the 1983-1985 period. By 
the end of 1985: 


e Profit margins were 4.0%, only slightly 
below their peak of 5.2% in 1979 and the 
average 1977-1981 average of 4.6%. 


e The rate of return on equity, which had 
fallen to a recession low of 6.2% in 1982 had 
recovered to 13.0% by the end of 1985, only 


slightly below the 13.6% averaged over 
1977-1981. 


¢ Debt-to-equity ratios which had worsened to 
1.22 in the recession had improved to .99 at 
the end of 1985, and were below the 
1977-1981 average of 1.07. 


e The interest coverage ratio which had 
improved from the recession lows to 2.9 in 
1985 was still below the 3.5 average over the 
1977-1981 period. 


There are reasons to suggest that the corporate 
financial situation at the end of 1985 was, 
however, better than indicated by a strict 
Statistical comparison with the 1977-1981 period. 


e First, the 1977-1981 period was one of rising 
inflation and strong growth and is not 
representative of average conditions likely to 
prevail in the economy over the longer run. 


e Second, the high rates of inflation during the 
1977-1981 period distorted the measurement 
of key financial ratios. For example, 
measured rates of return on equity overstated 
corporate profitability in the late 1970s@). 


e Third, estimates of the leverage situation of 
corporations are based on the “‘book”’ rather 
than the “market” value of equity. The 
nearly 70% increase in the stock market 
from its 1977-1981 average to 1985 suggests 
that measured debt-to-equity ratios in 1985 
understate the improvement in leverage 
relative to the 1977-1981 period. 


4. Recent Developments 
and Prospects®) 


Despite continued real GDP growth above 3% 
and further interest rate declines in 1986, the 
financial picture evolved quite differently in the 
non-resource and resource sectors. The last year 
saw a continued, albeit modest, improvement in 
the financial situation of the non-resource 
sector. At the end of 1986, financial indicators 
for the non-resource sector were very similar to 


(2) See Rate of Return and Investment Profitability, Department of Finance, (April 1980). 


(3) Data are reported only to the third quarter of 1986. Preliminary figures, however, indicate that the fourth quarter developments 


were similar to those of the first three quarters of 1986. 
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Chart 11.10 
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their averages in pre-recession years with the 
greatest progress being made in the 
manufacturing sector. 


In contrast, there was a deterioration in the 
resource sector’s financial situation in 1986, 
resulting from the large decline in international 
oil prices and continuing weakness in most 
other primary commodity prices in international 
markets. By the third quarter of 1986, the 
petroleum industry was reporting losses, in 
contrast with an average rate of return on equity 
of 20% over the pre-recession 1977-1981 period. 
Because of the sharp deterioration in the 
profitability of the petroleum industry, financial 
ratios for the resource sector as a whole are 
significantly worse than pre-recession average 
levels. However, the situation continued to 
improve in other resource industries. For 
example, in the forestry industry profits have 
remained very strong, and other mining, which 
suffered substantially because of general 
weakness in commodity prices, has reported a 
significant improvement in its financial health 
over the last several quarters. 


Prospects for the resource sector depend 
importantly on the prospects for commodity 
prices. The recent decline in interest rates will, 
however, help this sector. As for the non- 
resource sector, prospects are bright given the 
recent declines in interest rates, improved 
balance sheets, increased profitability and 
expectations of continued economic growth. 


5. Canada-U.S. Comparison of 
the Financial Health of the 
Corporate Sector 


Canadian corporations have been making very 
substantial efforts to restructure their balance 
sheets since the 1981-1982 recession. One element 
of this restructuring has been a reduced reliance 
on the debt markets. In contrast, debt loads of 
US. corporations have jumped in the last three 


years, reflecting a large increase in corporate 
takeovers, a shrinking equity base, relatively 
weak profit growth, and strong investment 
spending, particularly in 1983 and 1984. 
Charts 11.13 to 11.16 provide a comparison of 
the financial health of the Canadian and US. 
corporate sectors. 


Unlike the systems of national income and 
expenditure accounts, which follow fairly similar 
guidelines in the two countries, financial data 
reported by the two countries use quite different 
definitions. While the reader should note that 
Canada-U.S. levels of the variables reported in 
Charts 11.13 to 11.16 are not strictly 
comparable), a number of interesting 
comparisons can be made regarding the changes 
in these variables. Charts 11.3 and 11.4 show 
very different trends in corporate financial 
situations in the two countries. 


In the 1981-1982 period, profitability fell and 
debt-equity ratios rose substantially more in 
Canada than in the U.S., reflecting: 


e the much stronger performance of investment 
in Canada (Chart 11.15) and a sharp increase 
in takeover activity prior to the 1981-1982 
recession, both of which were financed to a 
large extent through debt; 


e the greater severity of the recession in 
Canada, which led to a decline in Canadian 
output that was much larger than in the 
U.S.; and 


e a much greater increase in interest payments 
by Canadian corporations reflecting largely 
the greater and rapidly increasing reliance of 
Canadian corporations on debt relative to 
equity (Chart 11.16). 


The profitability of Canadian corporations, and 
their overall financial health, has improved 
substantially since the 1981-1982 recession, while 
the improvement was much weaker in the U.S. 
This reflects: 


(4) Canadian financial data in these charts are not comparable with the data in the previous charts as they are obtained from a 


different source to facilitate comparisons with the U.S. 
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e a relatively stronger Canadian recovery, 
as Output in Canada rose more than that in 
the U.S. 


e the existence of excess capacity which 
allowed increases in Canadian output 
without large additional corporate spending; 
and 


¢ greater rationalization by Canadian 
businesses and resulting larger increases 
in productivity. 


6. Concluding Remarks 


Canadian non-financial corporations witnessed a 
dramatic deterioration in their balance sheets 
during the 1981-1982 recession. Since then, a 
great deal of effort has been expended by 
corporations to restore health to their balance 
sheets. To a significant extent, these efforts have 
succeeded as indicated by substantial increases 
in corporate profitability and the declines in 
their reliance on debt. However, a short-term 
element in the restoration of financial health 
was that a large part of the increase in profits in 
many industries was used to retire or restructure 
debt rather than to increase investment. 


The financial position of the non-resource sector 
of the economy has largely recovered from the 
1981-1982 recession. The natural resource sector, 
on the other hand, experienced a major jolt in 
1986 with the strong decline in world oil and 
gas prices, after making substantial 
improvements in the previous three years. Both 
sectors should continue to benefit from lower 
interest rates and expected reasonably strong 
growth in output and profits in 1987. 


The corporate financial situation in the 1980s 
has evolved quite differently in Canada than in 
the U.S. In comparison to the U.S., Canadian 
corporations were less favourably placed entering 
the 1981-1982 recession and, as a result, the 
recession did substantially more damage to the 
financial positions of corporations in Canada 
than in the U.S. In the recovery, the focus of 
Canadian corporations has naturally been on 
improving their financial situation. On the other 
hand, U.S. corporations have substantially raised 
their debt loads to finance the large increases in 
takeovers and investment spending, a situation 
very similar to that experienced in Canada 
during the 1979-1981 period. 
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Annex 


Definition of Ratios 


Profitability 


e Profit margin: the ratio of before-tax profits 
over sales. 


e Return on equity: the ratio of income after 
taxes and before extraordinary items to 
total equity. 


Liquidity 
e Interest coverage: the ratio of income to 
interest payments. 


Leverage 


¢ Debt-to-equity ratio: the ratio of short-term 
and long-term loans and debt to total 
shareholders equity. 


Reinvestment ratio 


e¢ Net investment over retained earnings. 
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Note on the Data 


The availability of data constrains this report 
to an analysis of the financial situation of large 
corporations which have assets in excess of 

$10 million. Even for large corporations, 
consistent data are not available prior to 1977. 
Therefore, it is much more difficult to compare 
the recent financial situation of Canadian 
corporations with “reference values” of key 
financial indicators that encompass a number of 
economic cycles in the postwar period. For this 
reason, the major focus of the Report is on 
changes in key financial variables, although 
levels of these variables are presented when this 
is of interest. The major source of data used in 
this report is Statistics Canada’s Industrial 
Corporations Financial Statistics. However, the 
report does take into account other sources of 
available information on corporate financial 
situation before drawing any conclusions. These 
other sources of data include the Bank of 
Canada Review; and Statistics Canada’s 
Financial Flow Accounts, and National 
Balance Sheets. 
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Dacca 


The Quarterly Economic Review provides a 
jmely analysis of recent developments in the 
Canadian economy and presents analytical work 
yf the staff of the Department of Finance. 


Most of the data used in the Quarterly 
Economic Review come from Statistics Canada. 
Other regular sources of data are: the Bank of 
Canada, Canada Mortgage and Housing 
Corporation, the Canadian Real Estate 
Association, the OECD and the Conference 
Board of Canada. 


The cut-off date for Statistics Canada data 
eported here is July 17, 1987. 


A special supplement containing the annual 
Reference Tables is published separately with this 
issue of the Quarterly Economic Review. The 
Reference Tables provide information on the 
main economic, fiscal and financial aggregates 
over the past few decades. 


Comments or questions should be directed to 
Michael Kennedy (613-996-0336), Assistant 
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1. The Economy in Brief 


~ Highlights of the First Quarter 
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Summary 


The Canadian economy grew at an annual rate 
of 6.3% in the first quarter of the year 

(Chart 1.1). This was the strongest rate of 
increase since the fourth quarter of 1985 and 
was much higher than most forecasters had 
expected. It confirms the underlying strength in 
the economy previously indicated by the sharp 
rise in employment since July 1986, and 
contrasts sharply with the sluggish pace of 
output growth in the second half of 1986. 


Final domestic demand rose substantially during 
the first quarter of 1987 reflecting an upturn in 
consumer expenditure on goods and a very 
strong increase in business and residential 
investment. Final domestic demand growth has 
not been so broadly based since mid-1985. 


Looking ahead (second quarter GDP estimates 
to be released by September), current surveys 
indicate business managers and consumers are 
confident about near-term economic prospects. 
Surveys of investment intentions indicate that 
investment spending should continue to be 
robust. The housing market remained buoyant in 
the second quarter with housing starts averaging 
244,000 units, the highest quarterly level of 
starts in nine years. Moreover, employment 
growth accelerated in the second quarter. 


In nominal terms, the trade balance with both 
the United States and overseas countries 


_¢ Real growth picked up very strongly to 6.3% (annual rate) in the first quarter of the year. 
4 Final domestic demand was also very robust, growing at 6.1%. 


Residential investment continued to be the strongest component of final domestic demand as 
housing starts rose to levels not seen since 1978. 


Business non-residential investment spending surged, led by very strong growth in machinery 
and equipment and a turnaround in non-residential construction. 


The trade balance improved in the first quarter, contributing noticeably to overall growth. 
Exports of goods and the terms of trade both increased. 


Employment growth increased to a 4.2% annual pace in the first six months of 1987. 
Moreover, the employment expansion has become more broadly based than in 1986, with 

_ most industries and provinces showing significant employment gains. The unemployment rate 
dropped to 8.9% in June, its lowest level since February 1982. 


strengthened during the first quarter of 1987, 
aided by an improvement in the terms of trade. 
In real terms the merchandise trade balance 
also strengthened, and accounted for close to 
One percentage point of GDP growth. On 
average in April and May, the trade balance 
improved further. 


Chart 1.1 
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Chart f:2 
GDP and Final Domestic Demand 


per cent change — annual rate 


Real GDP 


6 @a— |inal domestic demand 

4 

2 

- a; Ql Q2 Q3 Q4 Ol 


Chart 1.3 
Consumption and Investment 
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Main Economic Indicators 


Chart 1.4 
Inventory Change 
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Chart 1.5 
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Corporation Profits Before Taxes 
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Inventory investment in constant dollars fell by 
$1 billion in the first quarter of 1987 to 

$0.4 billion, following even larger declines in the 
previous three quarters. Farm inventories 
decreased sharply during the quarter due to 
strong grain exports, while business non-farm 
inventory investment picked up moderately. The 
business non-farm inventory-to-sales ratio 
remains below trend, and some inventory 
buildup, and hence a boost to output growth, is 
to be expected. 


Employment growth in Canada has shown a 
marked increase since July 1986. In the first half 
of 1987, employment continued to increase 
strongly and 246,000 jobs were created, a 4.2% 
annual pace of job creation. The gains have 
been more broadly based this year, with strong 
employment increases in most sectors of the 
economy and provinces. The unemployment rate 
fell to 8.9% in June from 9.7% in January of 
1987, although the extent of the decline was 
tempered by strong labour force growth. 


Final Domestic Demand Strengthens 


Over the past three quarters, final domestic 
demand has increased at an average annual rate 
of 4.0% and, in the second half of 1986, had 
outpaced the growth of real GDP (Chart 1.2). 
Both real GDP growth and final domestic 
‘demand growth accelerated sharply in the first 
quarter of this year. Consumer expenditure 
increased strongly in the first quarter (Chart 1.3) 
“as spending on goods rebounded, led by a 
-bounce-back in auto spending. Spending on 
consumer services continued to grow at a strong 
‘pace. Consumer confidence, as indicated by the 
latest Conference Board of Canada survey, 
remains close to its historical high. The savings 
‘rate dropped to 9.5%, its lowest level since the 
-mid-1970s. 


Real non-residential investment increased by 
14.7% in the first quarter reflecting a 
‘turnaround in non-residential construction and a 
sharp 22% increase in investment in machinery 
and equipment. The increase in machinery and 
equipment investment in the first quarter was 
the largest since the third quarter of 1985. 
Recent surveys of business attitudes indicate that 
business managers have become more confident. 
The recently released Department of Regional 
Industrial Expansion April survey of investment 
intentions of major corporations shows stronger 
investment intentions for 1987 than reported in 
last October’s survey. 


Business Inventories Trimmed 


Inventory investment was very volatile in 1986, 
importantly influencing the pattern of real GDP 
growth through the year (Chart 1.4). In the first 
quarter of 1987, real inventory investment 
decreased a further $1 billion following a 

$1.5 billion decrease in the previous quarter. The 
downswing in inventory investment continued to 
reduce real GDP growth, but by less than was 
the case in the second half of 1986. Farm 
inventories were run down in the first quarter to 
meet export demand, whereas non-farm business 
inventories were up. The change in non-farm 
business inventories in the first quarter remained 
below its average in the past three years, and the 
stock-to-sales ratio remains below trend, 
suggesting that further increases in production 
are required to bring inventories back to desired 
levels. 


Profits Up Sharply 


Pre-tax profits of Canadian corporations rose at 
an annual rate of 28% in the first quarter of 
1987, with mineral fuels and petroleum refining 
industries accounting for a large part of the 
overall gain. Other substantial gains occurred in 
the wood, paper and allied, and chemical 
products industries, reflecting higher prices and 
strong demand. Pre-tax profits have shown two 
consecutive large quarterly increases and are 
now back to their aggregate levels at the end of 
1985 prior to the dramatic decline in world oil 
and grain prices (Chart 1.5). 


Housing Market Booms 


Residential investment in real terms increased by 
almost 21% in the first quarter, the third 
consecutive quarter of double-digit growth. In 
March, housing starts rose to levels not seen 
since 1978 and the strength continued in the sec- 
ond quarter with June recording 243,000 starts 
at an annual rate. June marked the twelfth 
consecutive month of starts at or above 200,000 
units. The house resale market has also been 
buoyant, and prices of new houses have 
increased sharply, especially in the Toronto 
metropolitan area. 


Pick-Up in Year-Over-Year 
Inflation Rate 


The year-over-year increase in the all-items CPI 
rose from 3.9% in January to 4.8% in June. 
Increases in energy prices, following the sharp 
declines in early 1986, and increases in food 


prices in May and June put upward pressure on 
inflation. As well, the impact of higher indirect 
taxes in 1986 also exerted upward pressure on 
year-over-year measures of inflation. Excluding 
food and energy, the year-over-year increase in 
the CPI has actually declined from 5.4% in 
January to 4.3% in June. Cost fundamentals 
remain favourable. Economy-wide wage 
moderation and a resumption of solid 
productivity growth (3.0% at annual rates in the 
first quarter) have exerted downward pressure on 
unit labour costs. These two factors coupled 
with the appreciation of the Canadian dollar on 
a trade-weighted basis since the beginning of the 
year, should act to dampen the rate of inflation 
in the coming months. 


Canadian Dollar Back Above U.S. $0.75 


After climbing sharply during the first quarter 
in response to heavy inflows of portfolio capital 
(from U.S. $0.724 at the end of December to a 
high of U.S. $0.766 in March), the value of the 
Canadian dollar subsequently eased towards 
U.S. $0.74. More recently, the Canadian dollar 
has strengthened again, rising above U.S. $0.75. 
Since the beginning of the year, U.S. interest 
rates have increased. Canadian interest rates 
decreased during the first quarter and the 
differential between Canadian and USS. interest 
rates dropped to 0.5 percentage points. Since 
March, Canadian interest rates have increased by 
over | percentage point to near 1986 year-end 
levels, and the differential has widened to 

1.75 percentage points by mid-July. 


Employment Growth More 
Broadly Based 


During the first half of the year, employment 
has increased at a buoyant 4.2% average annual 
rate of growth - an increase of 246,000 jobs. 
Growth has been broadly based with most 
sectors and provinces sharing in the increase. 
Full-time employment is growing strongly, 
indicating increased confidence of business 
managers in economic prospects. As a result of 
the strong employment growth, the 


unemployment rate fell from 9.7% in January to 
8.9% in June. This is its lowest level since 
February 1982 (Chart 1.6). 


Historical Revisions — Previous Real 
GDP Growth Estimates Revised Up 


Statistics Canada has revised the Canadian 
Income and Expenditure Accounts data back to 
1982. Overall, real GDP growth has been revised 
upwards significantly. The average annual rate of 
growth since the end of the 1981-82 recession is 
now 4.7% compared with 4.3% before the 
revisions. Real GDP growth in 1986 has been 
revised up to 3.3% from the initial estimate of 
3.1%. As a result of these revisions, the level of 
real output in the Canadian economy at the end 
of 1986 was 1.3% higher than previously 
estimated. The level of pre-tax profits and 
labour income were also revised upwards by 
$1.2 billion and $4.1 billion respectively. 


Chart 1.6 
The Unemployment Rate 
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2. Personal Sector 


Change in Real Consumer Expenditure 
al Disposable Income 


and Real Person 


Chart 2.1 


Chart 2.3 


Change in Real Consumer Expenditure 
on Goods and Services 


per cent — annual rate 
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Real expenditure on goods rose in the first 
quarter, following a decline in the previous 
quarter (Chart 2.3), as personal expenditure on 
automobiles and related products was up almost 
19% (annual rate), following a 27.1% decrease 
in the previous quarter. The growth in goods 
consumption contributed significantly to the 
rebound in total consumer expenditure. Real 
consumer expenditure on services continued to 
show strong and relatively stable growth. 


Chart 2.4 


Change in Real Consumer Expenditure on 
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The buoyant housing market has had a positive 
impact On consumer spending in recent quarters. 
The strong growth of spending on household 
furniture and appliances continued as 
households furnished their recently acquired 
accommodations (Chart 2.4). The rent 
component of service expenditure (paid rent plus 
the value of rent imputed to owner-occupied 
housing) also showed strong and stable growth. 
Rents account for nearly 40% of total service 
expenditure. 


Household Furniture and Appliances, and on Rent 


per cent — annual rate 


Chart 2.5 
Change in Personal Income by Category 


per cent — annual rate 
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Chart 2.6 
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Growth of personal income slowed in the first 
quarter (Chart 2.5) despite a strong increase in 
labour income which reflected the strength in 
employment growth. Non-labour income growth 
was flat. 


Despite the decline in the personal savings rate 
in recent years, consumers remain in a strong 
wealth position. Net worth in the personal 
sector increased by 8.7% in 1986 while personal 
net financial assets were up 9%. As a result, the 
ratio of personal financial wealth to personal 
disposable income increased further in 1986 and 
the ratio of net worth to real assets remained 
high (Chart 2.6). These two ratios indicate an 
improved liquidity position of consumers in 
general which was reflected in the first-quarter 
rise in the Conference Board’s Index of 
Consumer Attitudes. 


Chart 2.7 


Ratio of 
Consumer Credit Outstanding 
to Personal Disposable Income 


The increase in consumers’ net financial wealth 
in 1986 was the result of substantial increases in 
both assets and liabilities. Because of their 
healthy financial position and high level of 
confidence, consumers have been willing to 
increase their indebtedness to make purchases, 
mostly of durable goods such as cars and 
furniture. The willingness of consumers to spend 
has been reflected in recent increases in the ratio 
of consumer credit outstanding to personal 
disposable income (Chart 2.7). 
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Chart 2.8 


Ratio of 
Mortgage Debt 
to Personal Disposable Income 


The strong activity in the housing market has 
produced a substantial increase in personal 
sector mortgage liabilities. The ratio of personal 
sector mortgages to personal disposable income 
rose sharply in 1986 (Chart 2.8). Increased 
mortgage liabilities corresponded to an 
accumulation of real wealth in the form of 
residential structures. 
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3. Housing Sector 


Chart 3.1 


Change in 
Real Residential Investment 


per cent — annual rate 
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Chart 3.2 
Housing Starts 


thousands of units — annual rate 
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Total residential investment in real terms again 
increased strongly in the first quarter of 1987 
(Chart 3.1). Since the end of 1984, residential 
investment has contributed over 25% of total 
GDP growth even though it represents only 6 to 
7% of the level of real GDP. Favourable 
demand and supply conditions encouraged 
strong growth in all components of residential 
investment but particularly in real estate 
commissions and expenditure on new house 
construction. 


In the first quarter of 1987, housing starts were 
at a nine-year high and preliminary data suggest 
that starts will be even higher in the second 
quarter (Chart 3.2). The factors underlying this 
strength are discussed in greater detail in the 
special report in this issue. 


4. Business Non-Residential Investment 


Chart 4.1 
Change in Real Business Non-Residential Investment 


per cent — annual rate 
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Growth in business investment has strengthened e 
markedly in the past four quarters. From a 

decline of 12.1% at annual rates in the second 

quarter of 1986, growth in real non-residential 

investment increased to 14.7% in the first 

quarter of 1987. 


e Dominating the turnaround in investment 
has been a pick-up in non-residential 
construction (Chart 4.1) from substantial 
declines in mid-1986 when oil and gas 
investment fell sharply with the fall in world 
oil prices. In the past two quarters, oil and 
gas exploration and development have started 
to recover. Improved cash flow due to higher 
oil prices, the elimination of the federal 
government’s Petroleum and Gas Revenue 
Tax (PGRT) and provincial tax incentives for 
oil and gas investment contributed to this 
improvement. Construction outside the oil 
and gas sector also contributed to the 
improvement in non-residential construction 
as indicated by a 67% rise (annual rate) in 
the value of commercial and industrial work 
put in place in the first quarter. 
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Machinery and equipment investment, on the 
other hand, has grown strongly for the past 
two years, reflecting strong investment 
conditions in non-energy related industries. 
In the first quarter of 1987, machinery and 
equipment investment increased 22.1% at 
annual rates - the strongest increase since 
mid-1985. Statistics Canada’s Private and 
Public Investment Survey indicates that 
forthcoming increases in machinery and 
equipment investment in 1987 should be 
widespread with particular strength expected 
in paper and allied industries, primary 
metals, telecommunications and electric 
power generation. 
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Change in Corporate 
Profits Before Taxes 


per cent — quarterly rate 
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Chart 4.3 


Interest Coverage Ratio 
of Industrial Corporations 


Profits were volatile in 1986, with the sharp 
drop in the first quarter of last year due largely 
to developments in international oil and grain 
markets. Underlying the recent increase.in 
investment has been a significant improvement 
in overall business conditions. Total corporation 
profits before taxes increased a strong 6.4% 
(28.2% at an annual rate) in the first quarter, 
following an even stronger 8.4% increase (38.0% 
at an annual rate) in the fourth quarter of 1986 
(Chart 4.2). The first quarter increase in profits 
was particularly strong in the resource industries 
due to upswings in international prices of oil 
and paper products, the ending of a B.C. 
woodworkers strike, and foreign currency gains. 


The improvement in profits over the last year 
has led to a steady improvement in corporate 
liquidity. In the first quarter, industrial 
corporations interest coverage (profits plus 
interest divided by interest costs) reached its 
highest level in over a year (Chart 4.3). This has 
improved the ability of corporations to make 
additional investment expenditures. However, 
liquidity remains below the levels reached in 
1985 before the sharp fall in oil prices 
significantly reduced profits and liquidity in the 
petroleum sector. 


Chart 4.4 


Goods Sector Capacity Utilization 
Rate (Bank of Canada Measure) 
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Chart 4.5 


Nominal Business Investment 
and the PPI Forecast 
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Capacity utilization of goods-producing 
industries has improved noticeably in the last 
two quarters to above its average in the four 
years prior to the recession (Chart 4.4). The 
largest increases in utilization rates in the first 
quarter occurred in forest-related industries such 
as forestry, wood, and paper and allied 
products, where utilization rates reached 95% or 
higher. This reflects, in part, the positive 
competitive effects of the sizeable depreciation 
of the Canadian dollar against overseas 
currencies over the last 1 1/2 years. 


The investment outlook for the rest of 1987 is 
strong. Statistics Canada’s preliminary Private 
and Public Investment (PPI) survey, released in 
March of this year, indicated businesses expect 
to increase nominal investment spending by 
4.3% in 1987 (Chart 4.5). The improvement in 
business conditions since the PPI survey was 
taken (between November 1986 and February 
1987) has likely increased actual investment 
intentions above the PPI survey results as the 
recent Department of Regional Industrial 
Expansion (DRIE) large establishments 

survey suggests. 


Chart 4.6 
DRIE Survey of Investment Intentions for 1987 by Industry 
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The impact of recent improvements in business e After adjusting for inflation, capital 
conditions is illustrated by the change in spending in real terms is expected to increase 
investment intentions of large corporations 4.9% in 1987. 


reported in the DRIE April survey. 
e This improvement in investment intentions 


e Large corporations indicated they planned to was shared by every major industry except 
increase nominal investment expenditures in transportation and storage (Chart 4.6). Only 
1987 by 9.0%, up from 5.3% in the October the oil and gas sector continued to expect a 
1986 survey. decrease in investment outlays in 1987 


relative to 1986, although this expected 
decline is less than in the October survey. 


5. Inventories 


Chart 5.1 
Real Inventory Investment 


billions of 1981 dollars 
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Real non-government inventory investment 

fell by close to $1.0 billion in the first quarter 
of 1987. An upturn in business inventory 
investment was not sufficient to offset a large 
decline in investment in farm inventories. This 
was the fourth consecutive quarterly decline in 
real non-government inventory investment from 
the recent peak of $5.7 billion in the first 
quarter of 1986. This decline resulted in a 
weakening of real GDP growth by more than 
1% over the period. 


e The continued decline in inventory 
investment in the first quarter was the result 
of a $2.3 billion decline in farm inventory 
investment to a decumulation of $1.1 billion. 
This large decumulation reflected increases in 
grain exports and a modest decline in 
expected agricultural production. The volume 
of wheat exports rose a further 20.8% in the 
first quarter, following a 66% increase in the 
fourth quarter with the increase going largely 
to the U.S.S.R. under a long-term agreement 
signed in October 1986. 
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e Real business non-farm inventory investment 
increased to $1.5 billion in the first quarter 
from only $0.1 billion in the previous 
quarter. However, this level of business 
inventory investment remained well below its 
average of $2.6 billion in the previous 
three years, indicating that a further increase 
in business non-farm inventory expenditures 
might be expected in coming quarters. 


e The upturn in business non-farm inventory 
accumulation in the first quarter reflected 
an increase in trade-sector inventory 
investment, led by upward swings in 
wholesale inventories of motor vehicles and 
petroleum products. 
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Business Inventory-to-Sales 
Ratio for Goods 


Jeers) 
In the first quarter of 1987, the business 


inventory-to-sales ratio for goods fell 
significantly below its 1983-1986 trend 
(Chart 5.2). The drop in the ratio reflects both 


1983-1986 
trend 


below-average inventory investment in the past 
two quarters and strong increases in sales of 
goods in the first quarter. The current low level 
of inventories relative to sales suggests the 
possibility of a significant pick-up in inventory 
investment in the coming quarters. 
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Agriculture 
Inventory-to-Sales Ratio 


The significant improvement in grain sales in 
the last two quarters, combined with modest 
declines in seasonally adjusted agriculture 
production in the first quarter of 1987, have 
pushed the agriculture inventory-to-sales ratio 
1983-86 below its average over the 1983 to 1986 period 
Average (Chart 5.3). 
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Government Sector 


Chart 6.1 


Federal Balance 
(CIEA Basis) 


billions of dollars — annual rate 
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Chart 6:2 


Change in Federal Government 
Revenues and Expenditures, 
1986-87 (CIEA Basis) 


per cent — year over year 
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The federal government deficit on a Canadian 
Income and Expenditure Accounts (CIEA) basis 
averaged $25.4 billion (s.a.a.r.) in 1986-87, down 
considerably from $28 billion in 1985-86 and 
almost $33 billion in 1984-85 (Chart 6.1). For 
1986-87, total expenditures rose 4.8% while 
revenues advanced 9.4% (Chart 6.2). 


Restraint in federal government operations was 
evident in the modest growth in spending on 
goods and services. More rapid expenditure 
growth was recorded for transfers to persons, 
notably old age security benefits, and for 
transfers to other levels of government, 
reflecting the impact of prior-year adjustments. 
Revenue growth was led by increased direct taxes 
persons and indirect taxes. Direct corporate taxes 
fell, reflecting the weakness in profits of the 
upstream oil and gas sector as well as the 
elimination of the Petroleum and Gas 

Revenue Tax. 
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Chart-6:3 


Provincial, Local and 
Hospitals Balance 
(CIEA Basis) 


billions of dollars — annual rate 


The consolidated provincial-local-hospital (PLH) 
sector deficit averaged $4.8 billion in 1986-87, 
compared to $6.5 billion in 1985-86 and 

$2.6 billion in 1984-85 (Chart 6.3). In 1986-87 
expenditures rose 4.5% while revenues were up 
6.1% (Chart 6.4). 


Expenditure growth in the PLH sector was led 
by increased spending on goods and services. 
The “other” category of expenditures declined in 
absolute terms as both subsidies and capital 
formation fell. Revenue growth was led by 
increased direct taxes persons, indirect taxes and 
federal transfers. The growth in revenues was 
moderated by the decline in investment income 
reflecting a drop in royalties, the result of the 
1984-85 1985-86 1986-87 decline in oil and gas prices in 1986. 


Chart 6.4 


Change in Provincial and Local Governments and Hospitals 
Revenues and Expenditures, 1986-87 (CIEA Basis) 


per cent — year over year 
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7. Foreign Trade and International Developments 
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The current account balance improved 
substantially in the first quarter of 1987, as 

the deficit decreased to $8.9 billion from 

$11.7 billion in the fourth quarter of 1986 
(Chart 7.1). The nominal merchandise trade 
surplus rose for the second consecutive quarter 
to $11.3 billion, while the non-merchandise trade 
deficit narrowed to $20.2 billion due mainly to a 
sharp reduction in dividend payments to non- 
residents. In April and May, the average 
merchandise trade surplus increased significantly 
to $14.8 billion. 


The merchandise trade surplus in real terms 
continued to increase in the first quarter, 
reaching $20.4 billion from $19.0 billion in the 
fourth quarter of 1986. Real exports increased 
for the third consecutive quarter while the 
growth in imports continued to decrease 

(Chart 7.2). Export demand for fabricated 
materials, wheat and raw materials remained 
strong. Imports of machinery and equipment 
increased at a much slower rate while imports of 
precious metals dropped. The real merchandise 
trade surplus continued to increase in April and 
May, reaching an average of $23.8 billion. 
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Export prices in the first quarter of 1987 
decreased for the sixth consecutive quarter, 
reflecting lower export prices for wheat and 
other base products as well as the impact of the 
appreciation of the Canadian dollar against 
G-10 countries in the first quarter of 1987. 
However, import prices of all major groups of 
merchandise also decreased due to the higher 
value of the dollar. Overall, the terms of trade 
improved slightly in the first quarter (Chart 7.3). 


The recently released reconciliation of 
merchandise trade data between Canada and the 
United States shows a large downward revision 
in the U.S. trade deficit with Canada as 
published by the U.S. (Chart 7.4). Exports from 
the U.S. to Canada were revised up by 

$14.3 billion and consequently the U.S. deficit 
with Canada was revised down from 

$31.8 billion to $18.4 billion. The Canadian 
trade surplus with the U.S., as published by 
Canada, was revised up from $15.8 billion to 
$18.4 billion. The recent larger revisions to the 
U.S. published data are mainly attributed to the 
underfiling of U.S. export documents. 


Chart 7.5 


Merchandise Trade Balance with Overseas Countries 
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In the first quarter of 1987, the merchandise 
trade deficit with overseas countries diminished 
for the second consecutive quarter, reaching 
$6.0 billion in nominal terms. The merchandise 
trade deficits with both Japan and the EEC 
improved markedly during the quarter 

(Chart 7.5). Improved competitiveness, due in 
part to the sharp depreciation of the Canadian 
dollar against the currencies of overseas 
countries in recent years, is one of the main 
reasons for the improved trade balance with 
overseas countries. 
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Exports to overseas countries increased strongly 
for the third consecutive quarter, especially 
exports of manufactured products such 

as fabricated materials (which have been subject 
to a certain amount of processing) and 

finished products. 


In April and May, the average merchandise trade 
deficit with overseas countries continued to 
decrease, reaching $4.3 billion. 
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8. The Labour Market 


Chart 8.1 
Employment Since January 1986 
thousands 


11,950 Employment increased sharply in the first half 
of 1987, reaching 11,962,000 in June. The 


11,900 steadiness, breadth and full-time nature of 
employment gains over the last eleven months 

11,850 point to strong underlying labour demand. 
Employment has grown at an annual pace of 

11,800 3.8% since July 1986 (406,000 jobs). In the first 
six months of 1987, employment grew at an even 

11,750 stronger annual pace of 4.2%. 

11,700 Other indicators of the strength of labour 
demand are the nine consecutive monthly 

11,650 increases in full-time employment and the near- 
record levels in average hours worked per 

11,600 employee for the recovery period. 
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| The Unemployment Rate 
per cent 


In 1986 and into early 1987, the unemployment 
rate had stabilized within a narrow band around 
an average of 9.6%. In recent months, the 
ioe Sitveraue unemployment rate has declined sharply. The 
10.5% rate dropped 0.7 percentage point between 
March and June to 8.9% —- the lowest rate since 
February 1982 and 3.9 percentage points below 
its recession high. 


Both adult and youth unemployment rates have 
dropped sharply in 1987. The youth 
unemployment rate is at its lowest level since 
August 1981. 


Chart 8.3 
Employment in Major OECD Countries since the Recession 
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Chart 8.4 


Employment in Canada and the U:S. 
Since July 1986 


Index July 1986 = 100 


Canada’s employment performance has outpaced 
that of all other major OECD nations since the 
end of the 1982 recession. Along with the U.S., 


ea US. Canada has seen the strongest employment 
me Canada 


growth over the last 4 1/2 years - increasing at 
an average pace of 2.9% per year, about twice 
as fast as the strongest of the other OECD 
members (Chart 8.3). 


After sluggish growth in the first half of 1986, 
employment growth in Canada has considerably 
outpaced that of the U.S. since July 1986 
(Chart 8.4). 


Chart 8.5 


Change in Employment by Industry Since December 1985 


per cent — annual rate 
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An encouraging feature of the recent 
employment growth is the broadening of the 
gains across age groups, industries and regions. 


In the first seven months of 1986 - the 
period of adjustment to weak primary 
products prices, and especially sharply falling 
petroleum and grain prices - employment 
growth in most service industries was mostly 
offset by declines in the goods industries 
(particularly in the primary sector). Within 
goods industries, only construction 
employment increased, reflecting increased 
housing activity (Chart 8.5). 


\ 


Construction 


Transportation 


December 1985 to July 1986 
GB July 1986 to June 1987 


communication 


utilities 


\\ 
\ 


I‘inance 

insurance 

real estate 
Community 
business 
personal 
services 


administration 


Public 


Since July 1986, the industrial distribution of 
employment growth has broadened 
significantly as growth in service industries 
has continued and all the goods industries 
except agriculture have experienced a 
rebound in employment growth. The rebound 
has been particularly strong in non- 
agricultural primary and manufacturing 
industries, reflecting an upward trend in 
manufacturing output during that period. 
Construction employment growth has also 
increased sharply. 


Chart 8.6 


Change in Employment by Region Since December 1985 


per cent change — annual rate 
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As a result of the broadening of employment 
gains by industry, job creation is becoming more 
widespread regionally. 


In the first half of 1986, employment gains 
were largely concentrated in Ontario and 
British Columbia (Chart 8.6). 


Since July 1986, employment has recovered 
in all regions, but has slowed somewhat in 
B.C. which, in the last half of 1986, was 
affected by the end of Expo 86 and a long 
strike in the forestry sector. The recovery has 
been the most notable in Quebec and the 
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December 1985 to July 1986 
Ml July 1986 to June 1987 
HB Last 6 months 


Prairies Alberta B.C. 


Atlantic region. Employment in the Prairie 
region has increased more strongly, reflecting 
a turnaround in employment in Alberta. 


The strong growth in employment since July 
1986 was even more evident in the last 

six months. During this last period, 
employment growth increased further in 
Alberta and the Atlantic region which were 
hard hit in early 1986 by the decline in oil 
and grain prices. Employment also picked up 
in B.C. where the wood industry has 
experienced particularly strong growth. 


9. Price and Wage Sector 


Chart 9.1 
CPI Inflation 


per cent — year over year 


The year-over-year increase in the all-items CPI 
rose from 3.9% in January to 4.8% in June. 
Increases in energy prices, following the sharp 
declines in early 1986, and increases in food 
prices in May and June put upward pressure on 
inflation. As well, the impact of higher indirect 
taxes in 1986 also exerted upward pressure on 
year-over-year measures of inflation. Excluding 
food and energy, the year-over-year increase in 
the CPI has actually declined from 5.4% in 
January to 4.3% in June. 
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Chart 9.2 


Canada — U.S. 
Inflation Differential 


per cent — year over year 


Canada 4 The large differential which had developed 

Crate is : between inflation in Canada and the U.S. 
during 1986 has narrowed considerably since 
the beginning of this year. From 3.1 percentage 
points in December 1986, the differential 
decreased to less than one point in recent 
months (Chart 9.2). The reduction in the 
differential is explained by the recent rebound 
in U.S. inflation. 
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Chart 9.3 
Change in Unit Labour Costs 


per cent — year over year 
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Despite the recent rise in CPI inflation, 
increases in costs remain moderate. The year- 
over-year increase in unit labour costs fell to 
2.9% in the first quarter (Chart 9.3), from 3.7% 
in the fourth quarter of last year and a 3.0% 
annual average in 1986. Underlying the improved 
unit labour costs was an increase in productivity 
growth to 1.2% on a year-over-year basis in the 
first quarter of 1987. The quarter-to-quarter 
improvement in productivity was more 
pronounced, with output per employed person 
increasing 3.0% at an annual rate. 


The effective increase in average annual wage 
settlements in the first quarter of 1987 was 
4.0%, up from 3.3% in the preceding quarter. 
Private sector wage settlements rose from their 
low levels registered in the second half of 1986 
(Chart 9.4), although the current level of 3.3% 
is only slightly above the 2.9% annual average 
for 1986. Public sector settlements were virtually 
unchanged at 4.2% in the first quarter from the 
fourth quarter level, but were up from the 3.7% 
annual average in 1986. 


10. Financial Sector 
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Chart 10.1 


The Bank of Canada Lending Rate 
(Month-End Value) 


per cent 
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90-Day Commercial Paper Rate 
In Canada and the U.S. 


per cent 
2 


Last data 
plotted 
July 16 


U.S. interest rates have increased somewhat since 
the beginning of the year as the U.S. Federal 
Reserve took steps to support the depreciating 
U.S. dollar. Early in the year, Canadian interest 
rates declined as the Canadian dollar rose 
sharply against the U.S. dollar. As a result, by 
the end of March the Bank Rate was at a 
fourteen-year low (Chart 10.1) and the uncovered 
differential on 90-day commercial paper had 
fallen to 0.5 percentage point (Chart 10.2). Since 
then, U.S. interest rates have risen further, and 
Canadian rates have also increased. In mid-July 
the differential on 90-day commercial paper 
increased to 1.75 percentage points, a 

six-month high. 
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Chart 10.3 
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Chart 10.4 


Value of Canadian Dollar 
Relative to Major Trading Partners 
(Average Noon Value) 


Index January 1980 = 1.0 


The value of the Canadian dollar relative to the 
U.S. dollar has fallen somewhat since its strong 
rise in early 1987 (Chart 10.3). Nevertheless, at 

roughly U.S. 75.5 cents in early July, it remains 
near its highest level since early 1985S. 


After weakening substantially against the major 
overseas currencies during the first quarter of 
1987, both the Canadian and U.S. dollars 
showed signs of stabilizing during the second 
quarter. Against a trade-weighted index of the 
currencies of Canada’s major trading partners, 
the Canadian dollar has been relatively stable 
over the past year and a half after two years of 
decline (Chart 10.4). 
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Chart 10.5 
TSE 300 Index Since January 1986 
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Chart 10.6 


Selected TSE 300 Index Components 
Since January 1986 


index January 1986 = 1.0 


Metals and Oil and gas 
minerals 


1986 1987 1986 


1987 


The TSE 300 Index has increased strongly since 
the beginning of the year, breaking the 3900 
level in early July (Chart 10.5). Strong rebounds 
since late 1986 have been evident in the indexes 
for metals and minerals, industrial products and 
merchandising. One of the best performances 
since early 1986 has been shown by paper and 
forest products. Indexes for oil and gas and 
real estate and construction have rebounded 
strongly. A contributing factor to the growth 

of share prices has been the strength of 

foreign purchases. 
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Special Report 


This special report was prepared by Joe Italiano 

of the Economic Analysis and Forecasting Division, 
Fiscal Policy and Economic Analysis Branch, 
Department of Finance. 


Views expressed in this special report represent 
those of the author and should not be attributed to 
the Department of Finance. 


11. The Housing Market Boom: 
What Underlies the Strength? 


1. Introduction 


Over the past two years, residential investment 
has grown strongly, making an important 
contribution to overall growth in the Canadian 
economy. Although accounting for only 6 to 

7 per cent of the level of real GDP, residential 
investment accounted for over 15% of real GDP 
growth in 1985 and almost 26% in 1986. In the 
first quarter of 1987, housing starts were at their 
highest level in nine years (Chart 11.1), and total 
residential investment accounted for nearly 21 
per cent of real GDP growth. 


Both demand and supply factors have 
contributed to the strength in residential 
investment. On the demand side, there was, and 
continues to be, a strong pent-up demand for 
housing, a legacy of several years of housing 
starts below estimated demographic 
requirements. This shortfall reflects the 
1981-1982 recession with its accompanying high 
interest rates, sharp drops in employment and its 
aftermath of sagging consumer confidence. The 
substantial decline in interest rates, both 
nominal and real, since the end of the recession, 
and the general improvement in the personal 
sector’s income and wealth positions, have 
served to “release”? this pent-up demand. This 
has produced increases in house prices and 
rents, improved construction profitability and 
led to sharp increases in housing starts. 


This report analyses in more detail the factors 
underlying the recent strength in the housing 
market. The next section presents a general 
overview of residential investment growth, 
highlighting developments in its main 
components and in the regions. The subsequent 
two sections deal in turn with the principal 
determinants of demand and supply for 
housing. On the demand side, the focus is on 
financial market developments, demographic 

_ factors underlying housing demand and 
household financial positions in relation to 
house costs. On the supply side, house sales, 

- prices, construction costs, profitability and the 
effect of these factors on housing starts are 


examined. Alterations and improvements to 
existing homes, a component which is treated as 
part of residential investment in the Canadian 
Income and Expenditure accounts, are discussed 
separately. 


2. Recent Developments in 
Residential Investment 


Residential Investment Growth 


Residential investment has typically been a 
highly cyclical sector in the Canadian economy. 
This reflects the sensitivity of housing demand 
and supply to a wide variety of economic 
factors. In the 1981-1982 recession, residential 
investment fell at a greater rate than any other 
major component of final demand. Housing 
starts totalled only 126,000 units in 1982, down 
from 178,000 units in the previous year and less 
than half the peak level of starts in 1976. 


After increasing sharply in 1983, the first year 
of recovery, growth in real residential ‘nvestment 
was virtually flat in 1984. In 1985 and 1986, 
however, growth in business residential 
investment strengthened considerably with all 
three major components, new housing, transfer 
costs (real estate commissions), and alterations 
and improvements, contributing. The strong 
growth in new housing construction expenditures 
(Chart 11.2) brought the level of that component 
to a peak, surpassing previous record levels in 
the mid-1970s. Indeed, in 1986, investment in 
new housing accounted for 50% of total real 
residential investment. 


There was also considerable strength in the other 
components of total residential investment. 
Constant dollar real estate commissions, which 
are based on activity in the house resale market, 
was the component with the strongest rate of 
growth over the 1985-1986 period. Spending on 
alterations and improvements advanced steadily 
but less rapidly than the other two components 
over this same period. 
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Regional Developments 


The gains in residential activity have not been 
distributed equally across regions although 
growth in housing starts has been widespread. In 
1986, housing starts increased in 9 of 10 
provinces, following increases in all provinces in 
1985. However, the relatively favourable 
economic circumstances in Central Canada 
resulted in demand being concentrated in 
Ontario and Quebec, although starts also 
increased strongly in British Columbia, 
Manitoba and Prince Edward Island 

(Chart 11.3). The strong economy in Central 
Canada attracted interprovincial migration, 
thereby increasing housing requirements. While 
housing vacancy rates were below their long- 
term average in all 10 provinces (Chart 11.4), 

the very tight supply (low vacancy rate) situation 
in Ontario has produced much steeper house 
price increases in that province than the 
Canadian average. 


3. Demand Conditions 


The demand for housing is related to 
developments in demographic requirements as 
well as household ability to pay, or “‘housing 
affordability”. Over the last few years these 
factors have all served to increase general 
housing demand. These changes include a strong 
pent-up demand for housing that began during 
the recession, and the combined effect of a 
decline in interest rates and a rise in income that 
improved affordability. A number of other 
financial market developments also facilitated 
the release of the pent-up housing demand. 


Demographics and Housing Demand 


The longer-term trend in demand and the need 
for new housing is primarily driven by 
household formation and therefore ultimately by 
demographic factors. Population growth is the 
single most important factor; but other factors 


' Such as aging (singles leaving home, for 
example), marriage, divorce, and death rates 


determine the number of households from a 
given population. These factors have become 


Provinces and Territories to 2006, January 1987. 


that period. 


particularly influential as ‘“baby-boomers” have 
grown into adulthood. Also affecting the trend 
need for new housing is the rate of conversions 
and demolitions of existing housing. 


Housing starts, during the first half of the 1980s 
were below estimates of demographic 
requirements. The most recent Statistics Canada 
household projections, based on demographic 
trends, showed net household formation slowing 
from a rate of 223,100 per year for the years 
1977 through 1981 to 201,900 per year for the 
following five years (1982 to 1986).{) This 
slowdown reflects the fact that the baby-boom 
generation has already largely reached the age 
when they have established their own 
households. Household formation is projected to 
continue to decline, with net household 
formation rates of 182,500 for the years 1987 
through 1991 and 149,800 for the 1992 to 

1996 period. 


Clearly, economic circumstances can cause 
housing construction to diverge substantially 
from trend demographic requirements. As a 
result of suppressed demand and the high 
mortgage rates during the recession, housing 
starts averaged less than 160,000 units per year 
from 1982 to 1986. Thus, over those five years, 
cumulative starts were over 200,000 units below 
the total number of new households projected 
by Statistics Canada.) 


This shortfall has manifested itself in several 
ways. The first is declines in vacancy rates for 
both single and multiple units. With the baby- 
boomers reaching the house-buying stage of life, 
the shortfall has been particularly noticeable for 
single units, for which the vacancy rate has 
declined to a very low level (Chart 11.5). The 
second is that young adults may have delayed 
establishing separate residences from their 
parents. Finally, there may have been additional 
sharing of accommodations by people who, 
under better circumstances, might have been 
living on their own; for example, students living 
in co-operative housing or elderly people living 
with their families. These situations probably 
began during the period of high interest rates 
and the recession in the early 1980s. 


(1) These data represent the medium growth scenario in Statistics Canada’s Interim Household and Family Projections for Canada, 


(2) There is no indication that the housing stock had not grown sufficiently to reasonably meet demographic requirements prior to 
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Financial Market Developments 


One of the most important factors in the recent 
housing market strength has been the sharp 
decline in interest rates from the high levels of 
the early 1980s (Chart 11.6). Changes in nominal 
mortgage rates are important because of the 
“front-end loading problem’. A change in 
mortgage rates is disproportionately reflected 

in monthly mortgage payments irrespective of 
the level of real rates. For example, a decrease 
in mortgage rates from 11% to 10% would 
lower monthly payments from $481 to $447 

(a 7.1% decrease) on a $50,000 mortgage with a 
25-year amortization period. From their peaks 
of 15.25% in mid-1984, five-year mortgage rates 
fell to 11.0% where they remained for most of 
the last half of 1986. Assuming the above 
mortgage terms, this translated into a $150 
reduction, or a 24% decline, in monthly 
payments. From their 21.75% peak during 1981, 
an 11% mortgage rate represents a $390 
reduction in monthly mortgage payments on 

a $50,000 mortgage —- a 45% decrease in 
monthly payments. 


Institutional developments in recent years also 
have provided more options for those wishing to 
take out or renew a mortgage, enhancing the 
flexibility of financing the purchase of a home. 
Households taking out or renewing a mortgage 
now can choose: (i) maturities from six months 
to ten years; (ii) fixed or variable rates; 

(iii) “open” or ‘closed’? mortgages; and (iv) the 
number of payments per month. This is a 
substantial change from the late 1970s when 
generally only a five-year mortgage at a fixed 
rate was available and from the high-interest rate 
periods in the early 1980s when longer-term 
(five-year) mortgage funds were scarce. 


Households’ Financial Position and 
Housing Affordability 


The personal sector’s financial position has been 
improving since 1976. This reflects rising 
incomes and the high savings rate of the recent 
past, which has resulted in increased personal 
sector financial assets. The decline in mortgage 
rates has resulted in nominal monthly payments 


for those obtaining a mortgage remaining well 
below previous peak levels despite the upward 
pressure from recent sharp house-price increases 
(Chart 11.7).) In combination with the rise in 
average personal disposable income over this 
period, this has greatly improved “housing 
affordability”. Mortgage payments on a newly 
purchased home as a share of disposable income 
per household in 1985 were at their lowest level 
in over ten years (Chart 11.8). This 
development helped trigger the demand for 
home ownership. 


Additional factors helping to release the pent-up 
demand for home ownership were larger 
increases in net financial wealth per household 
than in house prices from the mid-1970s until 
1985 (making it easier to save for a 
downpayment) and declining fuel costs and 
rising rents, which along with declining 
mortgage rates, helped to reduce the cost of 
owning relative to renting accommodations over 
the early-1982 to mid-1986 period (Chart 11.9). 


4. Supply Conditions 


Supply conditions have also been affected 
favourably by recent developments. Rising house 
prices combined with moderate increases in 
construction costs and reduced construction 
carrying costs due to lower interest rates have all 
improved construction profitability, leading to a 
greater supply of .new housing. 


House Sales and Prices 


The strong demand for housing developed at a 
time of tight supply nationally (low vacancy 
rates). Activity in the resale market increased 
significantly with a corresponding sharp increase 
in the average house price (Chart 11.10). House 
resales, as measured by the Canadian Real 
Estate Association (CREA), rose to a record 
level in 1985 and again in 1986. The Multiple 
Listings Service (MLS) average price of a 
residential unit was 17.5% higher in 1986 than 
in 1985, following a 5.5% increase in 1985. 


In addition to increases in house prices, rent 
increases were greater than increases in the 


(3) This result is obtained using the 5-year mortgage rate, a 25-year amortization period and 66% of the Multiple Listings Service 


price of a residential unit in the period in question. 


(4) In this study, the national accounts’ data on personal disposable income was used and the number of households was measured 
as the number of occupied housing units, estimated by Statistics Canada. 
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all-items CPI for a few years up to the end of 
1985, reversing a previous trend (Chart 11.11). 
Underlying these developments are: the strong 
demand for housing, in general; a declining 
vacancy rate; the decline in the rate of inflation 
below previous rent control caps on nominal 
rent increases; and changes in rent control 

(or review) legislation in some provinces. 


Construction Costs, Profitability 
and Housing Starts 


Housing starts have increased strongly since the 
beginning of 1985 and this has occurred without 
the need for government intervention. The 
house-price and rent increases have improved 
builders’ and landlords’ profitability given that 
costs of labour and materials for residential 
construction have not risen as quickly 

(Chart 11.12). In particular, labour cost increases 
had moderated noticeably by the end of 1986.©) 
In addition, declining interest rates have reduced 
the carrying costs of construction. 


As a result of improved profitability, housing 
starts reached 200,000 units in 1986, 20% above 
starts in 1985 and the highest annual level since 
1978. Housing starts have increased strongly 
since the first quarter of 1985, and have been at 
or above 200,000 units (annual rate) since the 
first quarter of 1986. Starts in the first quarter 
of 1987 were at their highest quarterly level in 
nine years and preliminary data indicate that 
starts were even stronger in the second quarter. 
While the improvement has been noticeable in 
both single and multiple units, in recent years 
singles have been a larger share of total starts. 
The larger share of singles (for which there is 
more real expenditure per unit) plus changes in 
the size of housing units and the increased 
number of standard features and extra options 
taken have resulted in the average real dollar 
value of new house construction expenditure per 
start being relatively high in recent years 

(Chart 11.13). 


5. Alterations and Improvements 


Expenditures on alterations and improvements, 
which are a significant part of total residential 
investment, have shown steady growth over time 
and have contributed significantly to the recent 
strength in residential investment. This 
component’s share of total residential 
investment, which was nearly 18% in 1971, was 
about 31% in 1986. The share of investment in 
new housing went from 70 to about 50% over 
that same period. This reflects several factors: 


e¢ an aging housing stock requires 
modernization. This is particularly true of 
housing units in urban core areas where 
many households prefer to live. The healthy 
financial position of the personal sector and 
declining interest rates have facilitated the 
use of alterations and improvements for 
upgrading housing. Also, depending on the 
nature of the alterations, this method of 
making accommodations suit households’ 
tastes is less costly than moving to 
another dwelling; 


e households that move to different 
accommodations often make alterations to 
suit their own tastes; 


e the various levels of government at times 
have financially encouraged improvements 
and renovations. 


6. Conclusions 


The buoyancy of residential investment over the 
last 2 1/4 years has been an important source of 
overall economic growth, especially when 
considered in relation to housing’s share of total 
GDP. Underlying the strength in residential 
investment has been a general improvement in 
fundamental economic conditions which have 
positively affected both the demand and supply 
sides of the housing market. The substantial 
drop in interest rates from their recession highs 
and the growth in incomes and employment 
have improved housing affordability and have 


(5) In an index no longer published, Statistics Canada used to give a 35% share to labour costs when measuring construction costs 


of labour and materials. 


(6) Investment in new housing in any quarter is based on the level of starts of single and multiple units over the current and 
previous quarters. A single housing start generally yields more investment and sooner relative to a multiple start because of a 


greater average size and a shorter time to completion. 
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released the large pent-up demand inherited 
from the 1981-1982 recession. At the same time, 
increased house prices and rents coupled with 
moderate increases in costs have encouraged 
robust housing starts by builders, particularly 
over the last 15 months. 


For the immediate future, conditions remain 
favourable for continued healthy residential 


Sources of Data for the Charts 
in this Special Report: 

For the majority of charts in this report, the 
data source is Statistics Canada. 

Chart 11.7: 


Price data are from the Canadian Real Estate 
Association, Quarterly MLS Statistical Survey, 
and interest rate data from the Bank of Canada 
Review. 


Chart 11.8: 


Price data are from the Canadian Real Estate 
Association, Annual Statistical Survey; interest 


investment. Employment growth has been very 
strong, and mainly full time. Interest rates, 
although they have risen modestly from their 
early 1987 lows, are still below levels observed in 
the first years of the current recovery. As well, 
personal incomes have continued to advance, 
vacancy rates are at relatively low levels, and 
cost conditions remain favourable for builders. 


rate data from Bank of Canada Review; income 
data from Statistics Canada, National Income 
and Expenditure Accounts (13-001); and 
occupied housing units data from the Canadian 
Socio-Economic Information Management 
System (CANSIM), matrix 4079. 


Chart 11.10: 


Price data are from the Canadian Real Estate 
Association, Quarterly MLS Statistical Survey. 


Chart 11.12: 


Data from Statistics Canada, Construction Price 
Statistics (62-007). 
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The Economy in Brief 


Real gross domestic product (GDP) grew strongly in the second quarter, increasing by 
6.1%, the same pace as in the first quarter. Growth was broadly based among sectors of 
the economy. 


(MERTON EC egg Ro cheao 5 Gh Sess 5 tac aCe i a ae ee a cc a 


Consumer expenditure rose a substantial 7.1%, reflecting continued buoyant spending on 
cars and home furnishings. 


SRUSLIN DC SCCLOL greta een ea PO PO is eek 2G sens ou aae poo 


Residential investment continued to grow very rapidly in the second quarter and housing 
starts reached their highest level in over nine years. 


mousiness Non-Residential Investment .................... 0.0 ce cece cccecucecccucceecece 


Business non-residential investment increased sharply in the first half of the year and 
revised business investment intentions for the year as a whole are robust. 


EAMES IMCSS EIN VEH LOLIES tr rere EP BO ie eR oe oN tee Wale Ohne 


Business inventory investment was moderate in the second quarter, while the pace of 
decumulation of farm inventories slowed. 
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The federal government deficit on a Canadian Income and Expenditure Accounts (CIEA) 
basis decreased to $21.3 billion on average in the first half of 1987 from $24.8 billion in 
1986 as a whole. 


. Foreign Trade and International Developments ..................... 0c cccecccececceeeee 


The current account deficit rose slightly to $8 billion in the second quarter as the 
merchandise trade surplus declined. 


SEE DOULA Ket ne eae ee ee de eR 2 wk sos hale sb , SE Sy 


Employment expanded by 42,000 jobs in August and the unemployment rate decreased to 
8.8%; to date in 1987, 263,000 new jobs have been created. 
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The consumer price index (CPI) advanced 4.7% on a year-over-year basis in July, 
up from 3.9% in January but down slightly from June. 
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The Canadian dollar has remained fairly stable in the past few months, trading around 
U.S. $0.755. 
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1. The Economy in Brief 


~ Highlights of the First Half 


e Real economic growth surged ahead at a 6.1 % pace in both the first and second quarters of 
1987. Buoyant consumption, housing and investment spending propelled the economy’s 
growth, with final domestic demand increasing by 6.8% in the second quarter. 


Among the Group of Seven (G- 7) countries, Canada again showed the strongest 
growth (4.5%) in the first half of 1987, ae Bie more rapidly than the other major 
industrialized countries in 1986. 


_ To date in 1987, 263, 000 Jobs have been sued an annual rate of increase of 3.4%, with all 
of the increase being full-time jobs. The een rate in August Hepes to 8.8%, down 
from 9.4% in December 1986. 


_ Business non-residential investment sulentions now suggest that spending will increase 11.7% 
in 1987 or about 8% in real terms. This represents a major strengthening from the 4.3% 
increase previously planned and will mark a sharp pick-up es last year’s investment 

: performance. — 


Consumer price inflation, ona year-over- aenr basis rose oe the first half of the year and 
reached 4.7% in July as a result of a turnaround in energy prices and increases in food 

_ prices. Excluding food and enEtEY: howevel, CPI i increases owed Unit labour cost increases 
remained as : 


Summary 
Chart 1.1 
Real growth of the Canadian economy 
continued to be very strong and broadly based Real GNP/GDP Growth 
i. A 5 : in Major OECD Countries 


in the second quarter. Real GDP increased at : 
an annual rate of 6.1%, the same as in the First Half of 1987 
preceding quarter. These were the strongest per cent — annual rate 
back-to-back quarters of real output growth 6 
since the first half of 1984. The Canadian 

economy was the fastest growing among the 

major OECD economies in the first half of 

1987, after leading G-7 growth in 1986 a 
(Chart 1.1). The healthy growth in the economy 

was reflected in the rapid increases in full-time 

employment since the beginning of the year. 


Business non-residential investment increased 
strongly in the first two quarters of this year. 
The current buoyancy in this investment is 
encouraging. According to the revised Private 0 
and Public Investment (PPI) Survey, business 
managers plan to increase non-residential 
investment by 11.7% in 1987, up sharply from 


the 4.3% expected in the preliminary survey = as 5 ae 
j 1 j ; da US. an Germ WK. 

teleased earlier this year. This could yield a real craate ae nae 

increase in investment spending of about 8%, Note: Second quarter data for Japan and the U.K. 


the strongest since 1981. are preliminary estimates. 


Chart 1.2 Chart 1.3 


Change in Real GDP and PPI Survey of Business Investment 
Final Domestic Demand Intentions for 1987 
per cent — annual rate ‘ per cent change 


Preliminary (March) 


Real GDP GB Revised (July) 


GH Final domestic demand 


1985 1986 Ql Q2 Total Non- Machinery 
1987 residential and 
construction equipment 
Main Economic Indicators 
1986 1987 
1985 1986 Ql Q2 Q3 Q4 Ql Q2 


Real output and demand (1981 dollars) 


GDP (% a.r.) 4.3 3.3 2.6 4.2 0.4 0.0 6.1 6.1 
Final domestic demand (%o a.r.) 533 3.6 1.1 0.9 4.7 1.4 6.1 6.8 
Consumption (% a.r.) D7 3.9 0.1 4.4 Tal 0.3 3.9 J 
Residential construction (% a.r.) 122 14.9 23 5.0 13.6 18) 20.9 20.3 
Business fixed investment (% a.r.) 6.1 ep) 9.8 -12.1 -3.1 Bho 13s 12.3 
Non-residential construction (% a.r.) 5.6 -8.2 10.3 -31.4 22.0 a2 10.9 9.8 
Machinery and equipment (% a.r.) 6.5 PES 9.5 6.9 1a 6.5 14.8 14.0 
Business inventory investment ($b a.r.) 2.4 3.6 5.6 4.5 Sil 133 0.1 0.6 
Non-farm ($b a.r.) 17) It7/ 3.6 P| 0.9 0.1 1.8 Ee? 
Trade balance ($b a.r.) 18.4 16.6 14.9 18.9 16.2 16.4 Vay 16.7 
Current account balance ($b current, a.r.) -1.2 -9.3 10.6 -6.3 8.4 WW 7 7.3 -8.0 
Incomes and savings 
Real personal disposable income (% a.r.) 4.2 el 4.0 -4.1 Da 0.9 29 
Profits before taxes (% a.r.) 3.9 4.8 47.8 a3 | 5.9 38.0 28.0 27.8 
Costs and prices 
GDP price deflator (% Y/Y) 3.2 3.0 323 Pel 2.6 3.3 4.2 4.6 
Consumer price index (% Y/Y) 4.0 4.1 4.2 Be 4.2 4.3 4.0 4.6 
CPI - energy (% Y/Y) 5.6 -7.1 2.4 8.2 9.7 -13.0 9.8 4.1 
CPI - ex. food and energy (% Y/Y) 4.0 B.8" 4.7 5.4 5.4 5.6 Sal 4.4 
Unit labour costs (% Y/Y) 3.5 3.0 3.3 AS WG: BT 2.9 ANS 
Labour market 
Unemployment rate (%) 10.5 9.6 9.7 9.6 9.7 9.4 9.6 9.1 
Employment (% a.r.) 2.8 2.9 4.8 1.0 -1.1 2.6 3) 4.6 
Financial developments 
Exchange rate (closing) (U.S. cents) 71.52, 72-44 7164" 72-34) 72107) 972447) 16:60 eee 
Prime interest rate (end of period) (%) 10.00 9.75 12.00 10.25 9.75 9.75 8.75 9.5C 


Source: Statistics Canada and the Bank of Canada. 


Final domestic demand continued to be the 
main contributor to economic growth in the 
second quarter, increasing sharply by 6.8% 
(Chart 1.2). This was the largest increase since 
the third quarter of 1985. Residential investment 
rose 20% for the second straight quarter and 
business non-residential investment continued to 
increase strongly, advancing by 12% in the 
quarter. Consumer expenditure, which 
contributed about 60% of the advance in final 
domestic demand, was boosted by marked 
increases in spending on durable goods, 
especially automobiles. The savings rate dropped 
to 8.8%, its lowest level since 1973. Business 
inventory investment increased slightly to 

$0.6 billion from $0.1 billion in the previous 
quarter. Business non-farm inventory investment 
was essentially unchanged but the decumulation 
in farm inventories was less than in the 

first quarter. 


The trade balance decreased to $16.7 billion in 
real terms from $17.7 billion in the first quarter 
due to a decrease in the merchandise trade 
surplus. The terms of trade fell slightly after 
rising in the first quarter. The combined effects 
worsened the current account balance, with the 
deficit reaching $8.0 billion, compared to 

$7.3 billion in the first quarter. 


Consumer Spending Up Sharply 


Real consumer expenditure increased at an 
annual rate of 7.1% in the second quarter. 
Spending on automobile and related products, 
which registered a 31% increase, led consumer 
expenditure as car buyers responded to 
purchasing incentives. Expenditure on household 
furniture and appliances also continued to 
increase strongly, reflecting the high level of 
housing completions. Growth in spending on 
services slowed from the large increase in the 
first quarter. 


The Savings Rate Drops 


The personal savings rate fell to 8.8% in the 
second quarter from 9.7% in the previous 
quarter and an average of 11.5% in 1986. The 
decline in the savings rate continued a trend 
evident since early 1982. The personal savings 
rate is now less than half its 19.1% record level 
Tegistered in the first quarter 1982. The recent 
declines reflect record levels of consumer 


confidence, as measured by Conference Board 
surveys, and the willingness of consumers to 
borrow to finance durable goods purchases. 


Rebound in Profits Continues 


Corporate profits before taxes rose by 28% in 
both the first and second quarters. Profit levels 
in the second quarter were 7.5% above their 
level at the end of 1985, before the marked 
decline in world oil prices. The increase in 
profits was widespread across sectors with 
particular strength in the petroleum sector. 
Despite the recent run-up in profits, profit 
margins (before-tax profits divided by sales) 
remained below their average pre-recession levels. 


Buoyant Investment Intentions 


The strong rise in capacity utilization in recent 
quarters to levels significantly above 
pre-recession averages has improved the outlook 
for new investment spending. The marked 
improvement in profits over the last year, the 
buoyant stock market, and the steady 
improvement in corporate liquidity have all 
increased the ability of corporations to fund 
additional investment spending. The revised PPI 
survey confirmed this increasingly bullish 
investment outlook. Nominal business non- 
residential investment is expected to increase 
substantially by 11.7% in 1987 (Chart 1.3). 
Investment spending intentions increased in all 
sectors of the economy except agriculture and 
fishing, and forestry. All regions are expected to 
benefit from the more buoyant investment 
spending outlook, especially British Columbia. 
This is the first time since 1981 that capital 
investment has been projected to increase at 
such a strong rate. 


Moderate Inventory Investment 


Real business inventory investment increased 
slightly during the quarter to $0.6 billion. The 
change reflects a $1.1 billion decumulation in 
farm inventories, which was significantly less 
than in the first quarter, and a $1.7 billion 
accumulation of business non-farm inventories, 
about the same pace as in the first quarter. For 
the first time since the beginning of 1986, 
inventory investment contributed to growth. 
Business non-farm inventory investment 
remained below that required to maintain the 


stock-to-sales ratio near its short-term trend 
value, suggesting that inventory investment 
should also contribute to growth in the second 
half of the year. 


Trade Surplus Slips 


Both real exports and imports decreased during 
the quarter after three quarters of rapid growth. 
The real trade surplus decreased by $1 billion to 
$16.7 billion. The drop in exports was mainly 
due to lower exports of cars, while the decrease 
in imports was widespread. The terms of trade, 
after rising 3.3% (annual rates) in the first 
quarter, decreased by 1.7%. As a result, the 
current account deteriorated slightly to a deficit 
of $8 billion. 


Employment Growth More Balanced 


Employment rose by 0.4% in August (an 
increase of 42,000 jobs). Since the beginning of 
the year, employment has risen at an annual rate 
of 3.4%, an increase of 263,000 jobs. The strong 
employment growth has become more broadly 
based by sectors and by regions with strength 
particularly evident in the Atlantic region, 
Quebec and British Columbia. The 
unemployment rate decreased to 8.8% in 
August, its lowest level since February 1982. 


CPI Inflation Up 


Consumer prices advanced by 4.7% on a year- 
over-year basis in July, up from the 3.9% 
increase in January but down slightly from 
June. The stronger increases in the CPI since 
January resulted from a turnaround in energy 
prices and, to a lesser extent, higher food prices 
(Chart 1.4). Indeed, excluding food and energy, 
the CPI rose 4.5% in July compared to 5.4% in 
January. Unit labour costs continued to be 
moderate, increasing by 3% on a year-over-year 


basis in the first half of the year, the same as 
in 1986. 


Dollar Remains Stable 


In the past few months, the Canadian dollar has 
remained fairly stable both against the U.S. 
dollar and on a trade-weighted basis. The 
Canadian dollar has been trading in a narrow 
range between U.S. $0.75 and $0.76. The 
differential between Canadian and U.S. 90-day 
commercial paper rates has widened since March 
as Canadian rates have risen to over 9% while 
comparable U.S. interest rates had decreased 
slightly until recently. The interest rate 
differential is currently over 2 percentage points. 


Chart 1.4 
Consumer Price Inflation 


per cent — year over year 


Ex. food 
and energy 


All items 


CPI energy 
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2. Personal Sector 


Chart 2.1 


Change in 
Real Consumer Spending 
and Real Disposable Income 


per cent — annual rate 


Real consumer expenditure growth rose at an 
annual rate of 7.1% in the second quarter 
(Chart 2.1). An important factor underlying this 
increase was the significant second-quarter pick- 
up in the growth of real personal disposable 
income. In the first half of the year, consumer 
expenditure was 4.2% above a year earlier. 


Chart 2.2 


The Personal Savings Rate 


The personal savings rate declined in the second 
quarter to 8.8% from 9.7% in the first quarter 
and 11.5% on average in 1986 (Chart 2.2). This 
brought the savings rate to its lowest quarterly 
level since the first quarter of 1973 and to less 
than half its recession peak. A record level of 
consumer confidence, as indicated by the 
Conference Board’s Index of Consumer 
Attitudes in the second quarter, has supported 
this downward trend in the savings rate. 
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Chart 2.3 


Change in Real Consumer Spending by Category 


per cent — annual rate 
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Growth of real personal expenditure on goods 
almost doubled in the second quarter while the 
growth of spending on services slowed. Within 
the goods category, growth of spending on 
durables again was very strong while spending 
on semi-durables and non-durables rebounded 
from declines in the first quarter (Chart 2.3). 


Chart 2.4 
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Change in Real Durables Spending by Category 


per cent — annual rate 
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Within the durable goods category, growth of 
real personal spending on motor vehicles and 
other automotive products remained very strong 
for a second consecutive quarter as car buyers 
continued to respond to purchasing incentives 
(Chart 2.4). Real spending on household 
furniture and appliances also continued to 
grow very rapidly, reflecting the booming 
housing market and the need to furnish newly — 
completed dwellings. | 
| 


| 


Furnishings 


durables 


Chart 2.5 
Change in Personal Income by Category 
per cent — annual rate 


Personal income Labour income Other incomes 


Ld 
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Note: Other incomes include transfers to persons (mainly from government), interest and investment income, and 
net income of farm operators and non-farm unincorporated business. 


‘he sizeable growth in personal income in the resulted mainly from the strength in employment 
econd quarter helped to push up personal growth. Within other incomes, net farm income 
pending. Personal income growth was boosted grew particularly sharply due to the timing of 

vy large increases in both labour income and government transfer. payments to grain farmers. 
ither forms of income (Chart 2.5). The advance Farm income grew strongly, approaching its 

a labour income, which exceeded 8% at an record level of the second quarter of 1986. 


nnual rate for the second consecutive quarter, 


3. Housing Sector 


Chart 3.1 
Change in Real Residential Investment by Category 


per cent — annual rate 


New housing Real estate commissions, 
alterations and 
improvements 
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Chart 3.2 


Change in Real Estate 
Commissions, Alterations 
and Improvements 


per cent — annual rate 


Real estate Alterations and Real residential investment grew in excess of 
ee aleadalales path 20% in the second quarter, the same pace as in 
the previous quarter (Chart 3.1). Growth in 
investment in new housing increased while real 
estate commissions declined as a result of an 
easing in resale activity (Chart 3.2). In contrast, 
growth in spending on alterations and 
improvements increased markedly in the 

second quarter. 
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Chart 3.3 
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Chart 3.4 
Housing Starts 


thousands of units — annual rate 
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House prices have been increasing rapidly since 
1985 (Chart 3.3), particularly in the fast growin; 
Southern Ontario real estate market. However, 
the Multiple Listing Service (MLS) price 
declined in the second quarter, indicating that 
pressure in the resale market is beginning to 
ease. Nevertheless, the MLS price in the second 
quarter was more than 35% above its level of 
two years earlier. The price of new houses 
continued to rise in the second quarter to a leve 
nearly 16% above the level of a year earlier, 
increasing profitability and encouraging further 
construction of single units. 


Real investment in new house construction has 
been very robust as housing starts have exceede 
or equalled 200,000 units for the past 

13 months. This is a sharp improvement from | 
the 1984-85 period when housing starts average; 
150,000 units (Chart 3.4). In the second quarter 
of 1987, housing starts totalled 254,000 units, | 
their highest quarterly level in over nine years. 
In July, housing starts reached 264,000 units. 


Chart 3.5 
Mortgage Rates 
per cent 


Mortgage rates have risen in recent months 
(Chart 3.5) and have returned to near their early 
1986 levels. Currently, 1-year mortgage rates are 
10.25% and S-year mortgage rates are 11.50%. 
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Chart 3.6 


Mortgage Payments on a Newly 
Purchased Home as a Share of 
Household Disposable Income* 


per cent 


Housing affordability deteriorated further in the 
second quarter (Chart 3.6). However, while these 
developments were in part responsible for the 
decline in the real estate commission component 
of real residential investment, new construction 
remains high. Consumer confidence is very high 
and monthly mortgage payments as a share of 
the average household budget remain well below 
previous peak levels. 
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*Department of Finance estimates. 
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4. Business Non-Residential Investment 


Chart 4.1 


Change in Real Business 
Non-Residential Investment 


per cent 


1983 1984 1985 1986 Ql Q2 
1987 


Chart 4.2 


Change in the Components of Real 
Business Non-Residential Investment 


per cent — annual rate 
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The recovery in real non-residential investment, 
which started in 1985, was cut short in 1986 by 
the impact of the sharp declines in oil prices on 
energy-related investment, particularly 
non-residential construction. However, in the last 
two quarters, investment has increased on 
average at a strong 13% annual rate (Chart 4.1), 
surpassing its recovery-expansion period peak in 
the first quarter of 1986. 


The turnaround in investment has come largely 
in non-residential construction which was 
hardest hit by the downturn in investment in the 
petroleum sector (Chart 4.2). Construction in 
the oil and gas sector recovered partly in the last 
few quarters as the price of oil swung back. 
Construction activities outside of the petroleum 
sector also picked up in the last two quarters. 
Machinery and equipment investment has grown 
strongly since mid-1984 and continued to lead 
investment growth with a 14% increase in the 
second quarter. 


Machinery and equipment 
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Chart 4.3 
Corporate Profits Before Tax 


billions of dollars 
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Chart 4.4 


Ratio of Internal Flow of 
Funds to Capital Investment 
(Large Industrial Corporations) 


1981 1983 1985 1987 


Aiding the rise in investment has been a sharp 
turnaround in corporate profits. After large 
declines in early 1986, due to the fall in oil 
prices, total corporate profits have surged ahead 
24.3% in the last year. This pick-up in profits 
has been widespread among sectors, with 
particular strength occurring in the petroleum 
sector in the last two quarters. Despite these 
recent profit gains, total profit margins remain 
below average pre-recession levels. 


Despite strong cashflow early in the recovery, 
businesses did not significantly increase capital 
spending until 1985 when balance sheet 
positions had been restored to more normal 
positions. The ability of firms to finance capital 
spending internally was reduced substantially in 
1986 with the decline in profits, but bounced 
back sharply in the first quarter of 1987 as 
internally generated funds in large industrial 
corporations rose 72% (quarterly rate). As a 
result, internally generated funds were more 
than sufficient to cover the sharp increase in 
capital spending. 


Current indications are that internally generated 
funds for large industrial corporations increased 
further in the second quarter. 


Chart 4.5 


Nominal Business Non-Residential 
Investment Intentions (PPI) for 1987 


per cent change 


Preliminary (March) 
MH Revised (July) 


Total Non- Machinery 
residential and 
construction equipment 


Chart 4.6 


Non-Residential Business 
Investment and the July PPI 
Survey Estimate 
billions of dollars 
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1987 PPI 
estimate 


1986 
average 


The strong improvement in business conditions 
this year has been reflected in a substantial 
upward revision in intended capital spending in 
1987. Statistics Canada’s revised survey of 
Private and Public Investment (PPI), which 
covers about 28,000 establishments, indicated 
businesses planned to increase nominal 
non-residential investment by 11.7% in 1987 
(about 8% in real terms). This was up 
substantially from the 4.3% nominal increase 
expected in the preliminary PPI survey released 
in March. 


Business investment increased strongly in the 
first half of the year and, as indicated by the 
July PPI survey, very strong growth is expected 
to continue during the second half of 1987 
(Chart 4.6). This is particularly true of 
non-residential construction where, in the first 
half of the year, nominal investment was only 
0.9% above the 1986 average compared to the 
11.4% increase expected in the PPI survey 

for 1987. 
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Chart 4.7 


Nominal Business Non-Residential Investment 
Intentions for 1987 by Sector 


per cent change 


Preliminary (March) 
WH Revised (July) 
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Chart 4.8 


Nominal Business Non-Residential 
Investment Intentions for 
1987 by Region 


per cent change 


Preliminary (March) 
M8 Revised (July) 


Prairies 
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The improvement in business non-residential 
investment intentions for 1987 has occurred in 
every major sector and region (Charts 4.7 and 
4.8), suggesting a better and improving balance 
in the economy’s growth. The finance, insurance 
and real estate sector had the largest upward 
revision, from 10.3% in the preliminary survey 
to 26.1% in the revised survey, with most of this 
gain expected to occur in office building and 
shopping mall construction. British Columbia is 
expected to show the strongest regional increase 
in business investment with a 20.6% increase in 
1987 (up from 8.6% in the preliminary survey). 


5. Business Inventories 


Chart 5.1 
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Chart 5.3 


Business Inventory-to-Sales 
Ratio for Non-Farm Sector 
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Despite the continued increase in business 
inventory investment in the second quarter, the 
inventory-to-sales ratio for the business 
non-farm sector declined slightly as sales growth 
outpaced that of stocks. As a result, the 
inventory-to-sales ratio remained well below its 
trend level, indicating the potential for further 
increases in business inventory investment. 


6. Government Sector 


Chart 6.1 


Federal Deficit 
(CIEA Basis) 


billions of dollars — annual rate 


The federal deficit on a Canadian Income and 
Expenditure Accounts (CIEA) basis averaged 
$21.3 billion for the first half of 1987, down 
substantially from $25.4 and $24.2 billion in the 
first and second halves of 1986 respectively 
(Chart 6.1). The decrease in the deficit was due 
to higher federal revenues and restraint in 
federal spending. 


For the first half of 1987, revenues advanced 
10.9% while expenditures rose by 4.8% 
(Chart 6.2). Revenue growth was led by strong 
advances in direct taxes on persons (reflecting 
the pick-up in employment and income) and 
corporations (reflecting the turnaround in 
profits) as well as higher indirect taxes. Spending 
on goods and services, transfers to persons and 
ee ase ae is air debt interest all grew at a moderate pace. The 
half half _—half category “other” spending rose sharply, largely 
reflecting increased transfers to business, 
most of which was due to farm income 
support payments. 


Chart 6.2 


Change in Federal Government 
Revenues and Expenditures in the First Half of 1987 
(CIEA Basis) 


per cent — year over year 
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Chart 6.3 


Provincial-Local Governments 
and Hospitals Deficit 
(CIEA Basis) 


billions of dollars — annual rate 


The consolidated provincial-local-hospital (PLH) 
sector averaged a deficit of $5.2 billion in the 
first half of 1987, down from $6.5 and 

$5.8 billion in the first and second halves of 
1986 respectively (Chart 6.3). On a year-over-year 
basis revenues increased by 7% in the first half 
of 1987 while expenditures rose by 

5.6% (Chart 6.4). 


Revenue growth was broadly based with direct 
taxes on persons and indirect taxes experiencing 
the fastest growth. Expenditure growth was led 
by increased spending on goods and services and 
transfers to persons. The growth in expenditures 
was moderated by the decline in the ‘‘other”’ 
category of spending reflecting a drop in 

1987 subsidy and capital assistance payments to 
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Chart 6.4 


Change in Provincial-Local Governments and Hospitals 
Revenues and Expenditures in the First Half of 1987 
(CIEA Basis) 


per cent — year over year 
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7. Foreign Trade and International Developments 


Chart 7.1 
Current Account Balance 


billions of dollars — annual rate 
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Chart 7.2 


Change in Real Merchandise 
Exports and Imports 
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The current account balance deteriorated slightly 
in the second quarter of 1987, reflecting mainly 
a reduction in the merchandise trade surplus. 
The current account deficit increased to 

$8.0 billion from $7.3 billion in the previous 
quarter (Chart 7.1). The merchandise 

trade balance in nominal terms decreased in the 
second quarter to $10.9 billion from 

$12.3 billion in the first quarter. The deficit on 
non-merchandise transactions improved in the 
second quarter to $18.9 billion from $19.5 billion 
in the first quarter, due to increases in 
inheritances and immigrant funds and in 
withholding tax revenues. 


The merchandise trade surplus in real terms 
decreased to $19.9 billion in the second quarter 
from $20.9 billion in the preceding quarter. 
After three consecutive quarters of strong 
growth, exports of goods decreased in the 
second quarter due primarily to a marked 
decrease in exports of passenger cars, reflecting 
weakness in U.S. demand and the temporary 
shutdown of GM plants for retooling and 
upgrading. Widespread declines in real imports 
of goods also occurred in the second quarter. In 
the first half of the year, the real merchandise 
trade surplus averaged $20.4 billion, a level 
substantially higher than in the last half of 1986 
($18.3 billion). 
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Chart 7.3 
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G-9 Trade-Weighted Exchange 
Rate and the Trade Balance 
With Overseas Countries 
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Merchandise export prices decreased further in 
the second quarter, marking the seventh 
consecutive quarterly decline. The continued 
decline of export prices was due mainly to weak 
crude material prices (excluding energy) and the 
lower prices of finished products. Merchandise 
import prices remained roughly at their first 
quarter levels despite a strong increase in import 
prices of crude petroleum. The terms of trade 
deteriorated in the second quarter, after an 
improvement in the previous quarter. 


The trade balance with overseas countries has 
been improving noticeably in the past three 
quarters. The merchandise trade deficit with 
Japan was $1.4 billion in the second quarter of 
1987 compared with $1.9 billion in the first 
quarter. The merchandise trade deficit with 
European countries (including the United 
Kingdom) improved from $4.8 in the first 
quarter to $4.4 billion in the second. This 
turnaround in the trade balances with overseas 
countries reflected the impact of the 
depreciation of the Canadian dollar against 
G-9 currencies (the Group of 10 less the United 
States) since early 1985 and the improvement in 
final domestic demand growth overseas. 


8. The Labour Market 


The Unemployment Rate in 1987 


Chart 8.1 
per cent 
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of 1987 led to strong increases in labour 


February 1982 and a drop of nearly 1 percentage 
point since January of this year. The declines in 


demand. The 3.4% employment growth since 
December pushed the unemployment rate down 
the first half of 1987 contrast sharply with the 
experience throughout 1986 when the 
unemployment rate fluctuated stubbornly 


to 8.8% by August, its lowest level since 
around 9.6%. 
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Full-time and Part-time 
Employment Growth in 1987 
index January 1987 


Chart 8.2 


The recovery in full-time employment has been 


Part-time 


particularly pronounced since January. Full-time 
employment has increased for 11 consecutive 


Ge Full-time 


months, the longest period of full-time gains 


since 1978-1979. Since the beginning of the year, 
full-time employment accounted for all of the 
employment gains; part-time employment 


has declined. 
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Chart 8.3 


Changes in Employment and 
Labour Force in the 
Recovery-Expansion Period 


per cent — annual rates 


Over the recovery-expansion period since 1982, 
the growth of employment picked up as the 
early gains of the recovery were consolidated 
and business and consumer confidence 
increased. The growth in employment has more 
than offset Canada’s typically fast growth rate 
of the labour force. Over the period from 1983 
to the present, employment growth in Canada 
has been the strongest among the major 
industrial countries. 
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Chart 8.4 


The Unemployment Rate in the 
Recovery-Expansion Period 


As a result of the strong employment growth, 
the recovery-expansion period has been 
characterized by significant declines in the 
unemployment rate. From a recession peak of 
12.8% in December 1982, the unemployment 
rate has fallen by 4 percentage points to date. 
The largest drops in the unemployment rate have 
occurred since 1984. 


Chart 8.5 
Average Hours Worked 
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Chart 8.6 


Goods and Services Sector 
Employment in 1987 


index January 1987 = 100 
4 
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Gi Goods 


Average hours worked, which have been on an 
upward trend in the recovery, have increased 
further in 1987 alongside the strong full-time 
job creation. Average hours are at a record high 
for the recovery, a level which has been 
sustained over the last four months. There has 
been a 3.1% increase in total hours worked in 
the economy to date in 1987, compared to 
2.2% employment growth, suggesting that the 
demand for labour is very strong. 


Employment in the goods sector has led 

total employment growth in 1987, after declining 
during the previous year. All major goods 
industries except agriculture registered significant 
employment growth, ranging from 1.7% in 
non-agricultural primary industries to 

6.9% in construction. 
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Chart 8.7 


Change in Employment by Region 
in 1986 and 1987 


per cent — annual rate 


Y 
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Atlantic Quebec 
region 


Employment gains in 1987 have been broadly 
based regionally. This broadening of 
employment gains is indicative of the improving 
regional and sectoral balance in Canada’s 
economic expansion. 


e In 1986, job gains were concentrated 
mainly in Ontario and Manitoba as the 
effects of falling energy and grain 
prices impacted negatively on the more 
resource-dependent regions. 
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December 1985 — December 1986 
MB December 1986 — August 1987 


Wd 


Prairie British 
region Columbia 


In 1987, there has been a significant 
broadening of the employment gains. 


The largest gains in employment and 
the greatest declines in unemployment 
have occurred in the Atlantic region and 
British Columbia. 


9. Price and Wage Sector 


Chart 9.1 
Change in CPI 


ie per cent — annual rate 


All-items Food 
CPI 


The all-items CPI in July advanced by 

4.7% (year over year). Although down slightly 
from June, the CPI inflation rate is higher than 
the average rate of inflation in 1986 (4.1%). 
Over the last 12 months, there have been 
significant changes in the sources of upward and 
downward price pressures. 


» The increase in inflation since the beginning 

of this year, and particularly in the second 
quarter, is due largely to the turnaround in 
energy prices and, to a lesser degree, 
increased food prices. 


Mm 1986 
ZA) First 7 months of 1987 


CEI CPI 
excluding excluding 
energy food and 
energy 


After falling 7.1% in 1986, the CPI energy 
component rose 14% (annual rate) during 
the first seven months of this year 

(Chart 9.1). Food prices increased 

5.7% (annual rate) during the first seven 
months of the year, compared to a 5.0% rise 
in 1986. 


When food and energy are excluded, the CPI 
advanced 4.7% (annual rate) between 
December and July, compared with 5.3% 

in 1986. 
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Chart 9.2 


Changes in Raw Materials and 
Industrial Product Price Indexes 


per cent — year over year 
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Chart 9.3 


Change in Average Labour Income* 
and Unit Labour Costs** 


per cent — year over year 


(2 Average labour income 
i Unit labour cost 


Gaz 
7 VU 
AVG 
A 
“VG 


1984 1985 1986 1 


1987 


(2) 


2 


© 


*Labour income divided by employment. 
**Labour income divided by real output. 
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The raw materials price index (RMPI) rose 
13.2% between June 1986 and June 1987 
(Chart 9.2). This increase represents a sharp 
reversal from six months earlier, and is due to 
the end of the year-over-year declines in oil 
prices. Excluding mineral fuels, raw materials 
prices also showed moderate declines in the 
second half of 1986 and into early 1987, but 
have since advanced strongly with sharp 
increases recorded in the prices of lead, nickel 
and zinc. 


Changes in the industrial product price index 
(IPPI) were similar to those of the RMPI. In 
June, the IPPI was 3.1% higher than a year 
earlier, up from 0.5% in January. The IPPI 
excluding petroleum and coal products advanced 
3.5% in June, slightly above the 3.1% registered 
in January. 


Increases in average labour income in the second 
quarter (4.0%, year over year) combined with 
continued productivity gains (0.8%) have 
resulted in continued moderate growth in unit 
labour cost (Chart 9.3). Unit labour cost growth 
averaged 3.1% in the first half of 1987, well 
below the rate of CPI increase. The moderate 
growth in unit labour costs continues to restrain 
inflation. 
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Chart 9.4 
Wage Settlements (all agreements) 
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Chart 9.5 


Inflation in Canada and the 
U.S. — First 7 Months of 1987 


i per cent — annual rate 


GH Canada 
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items energy food and 
energy 


The effective increase in base wage rates (for 
collective agreements involving 500 or more 
employees) remained unchanged in the second 
quarter, at 4.0%, but was up from 3.4% in 
1986. Private sector wage settlements averaged 
3.1% in the second quarter, down from 3.3% in 
the first quarter, while public sector settlements 
rose to 4.3% from 4.2% in the first quarter. 
Provincial administration led the public sector 
with a 4.5% increase in the second quarter. 


Prices in Canada, as measured by the CPI, have 
increased on average slightly more than in the 
United States so far this year (5.5% and 

5.1% respectively, Chart 9.5). Energy prices rose 
less in Canada than in the United States 

(14% versus 20.9%), but this development was 
offset by smaller increases in non-energy prices 
in the U.S. Excluding energy prices, the CPI 
rose 5.0% (annual rate) in Canada versus 

3.9% in the US. 
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10. Financial Sector 


Chart 10.1 


90-Day Commercial Paper Rate 
in Canada and the U.S. 


per cent 
12 
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Chart 10.2 


Short- and Long-Term Interest Rates 
Since January 1986 


per cent 
2 


Government of Canada Bonds 
10 years and over 


90-day 
Treasury bills 


1986 1987 


The differential between Canadian and U.S. 
90-day commercial paper rates has been 
widening since March. At that time, the 
Canadian dollar was under upward pressure and 
Canadian interest rates were falling. Between 
May and August, U.S. interest rates declined 
after gradual increases through most of the first 
half of the year. At the same time, Canadian 
interest rates have continued to increase from 
the March trough. As a result, the differential 
has widened to above 2 percentage points, its 
highest level in 1987 but still below its average 
of 2.5 percentage points during 1986. 


The recent rise in interest rates has been 
reflected in both short- and long-term interest 
rates, although the latter have risen by less. In 
part, the sharper increase in short-term rates 
since March represents a rebound from the drop 
early in the year. The upward movement in 
long-term rates largely parallels U.S. trends and 
represents a reaction to recent increases in 
inflation in both Canada and the U.S. 


On September 3, the U.S. Federal Reserve Board 


raised its discount rate 50 basis points to 6%, 
with U.S. commercial banks following suit. 
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Chart 10.3 


Canadian Dollar in 1987 
(Average Noon Value) 
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Monthly high/ 
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Chart 10.4 
TSE 300 Index Since January 1986 
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The Canadian dollar has been relatively stable 
in the past two months, trading in a narrow 
range between U.S. $0.75 and $0.76 since late 
June (Chart 10.3). This stability was both 
against the U.S. dollar and overseas currencies 
on a trade-weighted basis. Since December 1986, 
the Canadian dollar has risen 4.1% against the 
US. dollar and 2.5% against the G-10 currencies 
on a trade-weighted basis. 


The TSE 300 Index broke through the 4000 level 
in late July and on August 13, peaked at 4113. 
Since then, it has slipped and by the end of 
August had dipped below the 4000 level again 
(Chart 10.4). The increases continue strong gains 
evident earlier in the year. These gains have 
reduced investment financing costs and 
contributed to the expected strong business 
investment growth in 1987. 
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10. 


The Economy in Brief 


Real gross domestic product (GDP) increased 4.3% in the third quarter, following very 
rapid growth above 6% in the first two quarters of the year. Growth in final domestic 
demand, at 7.0%, was very strong and widely based. 
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Consumer spending continued to increase strongly, at 5.5%, and the savings rate 
decreased to 8% as consumer confidence remained high. 
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Residential investment rose sharply again, although at half the pace of the previous two 
quarters. Housing starts reached their highest quarterly level in over nine years. 


Business Non-Residential Investment .............. 0.0... ccc ccc ee cece teen eeeeeeeeenns 


Business non-residential investment rose by 21.6% in the third quarter, following an 
average 16% increase in the first half of the year. These were the three strongest 
consecutive quarters of investment growth since 1981. 
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Real business inventory investment rose by close to $1 billion in the third quarter 
although the inventory-to-sales ratio remained well below its recent trend. 
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The federal deficit on a Canadian Income and Expenditure Accounts (CIEA) basis 
averaged $23.1 billion in the first three quarters of calendar year 1987, down from 
$24.5 billion over the same period in 1986. 


. Foreign Trade and International Developments ............. 0.0.0.6 ce cece eee eee 


Despite a sharp rise in the terms of trade, the current account deficit rose by $3.4 billion 
to $10.4 billion in the third quarter. The deterioration in the current account was largely 
due to a strong increase in imports, mainly of machinery and equipment. 
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Employment gains amount to 398,000 to date in 1987, and have been widespread across 
age groups, industries and provinces. The unemployment rate in November was 8.2%, 
down 1.2 percentage points from the December 1986 level. 
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Consumer prices advanced 4.3% on a year-over-year basis in October, down from a 
yearly peak of 4.8% in June. 
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Share prices fell abruptly on world stock markets in October. In response, governments 
moved quickly to provide liquidity to stabilize financial markets and interest rates have 
eased relative to the levels reached in the early fall. 
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The Quality of Job Creation in the Last Three Years .............. 0... ccc ccc e nce eee cence 39 
An analysis of the quality of the jobs created using a reclassification of jobs according 

to task or occupation, rather than the commonly used industrial classification. 

Canada’s Foreign Assets and Liabilities .......00e0. ¢o¢.<% (255 2/390 ee oe ee et 49 


An analysis of Canada’s international balance sheet and its implications for 
macroeconomic policy. 


1. The Economy in Brief 


Highlights of the Third Quarter 


e Real gross domestic product (GDP), buoyed by surging final domestic demand, rose by a 
strong 4.3% at an annual rate in the third quarter, following the very rapid pace of over 6% 
in the previous two quarters. Real output aes in Canada to date in 1987 is the strongest 
among the major industrial countries. 


e The fastest growing component of final domestic demand was business investment which 
surged by 21.6% at an annual rate, led by purchases of machinery and equipment. Continued 
strong profit growth, buoyant business confidence and high levels of capacity utilization are 
we key factors vif lees = the strength in business investment. 


° Stock Markets throughout the world Sine on ‘Ooeber 19. In Canada and the 
United States, it was the largest ever one-day decline. Governments moved quickly to 
provide liquidity to stabilize financial markets. 


_¢ Consumer price inflation slowed te p. 3% on a year-over-year basis in October, down from 
i the yearly peak of 4.8% posted in June. Price increases in October were lower in Canada 
; than the United States PP the fi rst time since December 1984. 


o The uhenplovinent rate diated to 8.2% in November, its lowest level since November 1981. 


: Since December 1982, 1,628,000 jobs have been created and 398,000 of these jobs were 
- created in the first 11 months Of 1967, 
Summary Chart 1.1 


Change in Real GDP and 


The Canadian economy continued to grow TaliDamecticibemand 


strongly in the third quarter. Real GDP 
increased at an annual rate of 4.3%, following per cent — annual rate 
two quarters of growth above 6% (Chart 1.1). 
The strong growth in the economy resulted from 
robust final domestic demand which grew 7.0%. Real GDF 
- Net exports decreased substantially (by $3.6 ae oa cg 
billion) during the quarter due to a large 

increase in imports, especially of machinery and 
equipment, reflecting the strength in business 
investment. Rapid increases in employment 
continued in the third quarter. In the first 

11 months of the year, employment rose by 

_ 398,000 jobs and all net job gains were full time. 


Business non-residential investment maintained 
its very buoyant pace of growth from the first 
half of the year, expanding at an annual rate of 
21.6% in the third quarter alone. The brisk 1985 1986 Ql Q2 Q3 
pick-up in non-residential investment in recent 1987 
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Chats Employment Growth and 
Change in Real Business Investment the Unemployment Rate 


per cent — annual rate year over year per cent change at year-end 
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Main Economic Indicators 
(per cent changes at annual rates or per cent levels, unless otherwise indicated) 


1986 1987 
1985 1986 Q2 Q3 Q4 Ql Q2 
Real gross domestic product 4.3 3,5 4.2 0.4 0.0 6.2 6.1 
Final domestic demand 58) 3.6 0.9 4.7 1.4 6.5 8.1 
Consumption Se 3.9 4.4 Yo)! 0.3 3.4 7.9 
Residential construction 1222 14.9 5.0 13.6 3 PANES) 19.9 
Business fixed investment 6.1 P)p) -12.1 -3.1 3.3 18.0 14.1 
Non-residential construction 5.6 8.2 -31.4 -22.0 2 10.8 OS 
Machinery and equipment 6.5 ES 6.9 N32 6.5 231 hel 
Business inventory investment ($b,a.r.) 2.4 3.6 4.5 Sal 13 1.0 -0.2 
Non-farm ($b,a.r.) 17 17 Dal 0.9 0.1 iJ -0.2 
Trade balance ($b,a.r.) 18.4 16.6 18.9 16.2 16.4 17.0 16.9 
Curren t account balance ($b, current, a.r.) -1.2 9.3 -6.3 8.4 -11.7 6.8 -7.0 
Incomes and savings 
Real personal disposable income 4.2 ils 0.4 -4.1 De) 23 2.9 
Profits before taxes 3.9 -4.8 ‘eal 5.9 38.0 231, 42.1 
Costs and prices (%,Y/Y) 
GDP price deflator Shy 2.9 Qe 72.5) Be? 4.2 4.8 
Consumer price ind 4.0 4.1 3.9 4.2 4.3 4.0 4.6 
CPI - energy 5.6 Hell -8.2 -9.7  -13.0 9.8 4.1 
CPI - ex. food and energy 4.0 Sr 5.4 5.4 5.6 5), 4.4 
Unit labour costs B85 3.0 7,5) 2S Sinai 3.0 3.2 
Labour market 
Unemployment rate 10.5 9.6 9.6 9.7 9.4 9.6 9.1 
Employment 2.8 2.9 1.0 -1.1 2.6 3\-7) 4.6 
Financial developments 
Exchange rate - closing (U.S. cents) Wilosyy page 2S 4 oO ee AA 76.60 75.08 
Prime interest rate (end of period) 10.00 SITS 10.25 9.75 9.75 8.75 9.50 


Sources: Statistics Canada and the Bank of Canada. 


quarters reflects the turnaround of non- 
residential construction investment and 
continued very strong growth in machinery and 
equipment expenditure. High rates of capacity 
utilization, the sound financial positions and 
strong cash flow positions of industrial 
corporations, continuing robust business 
confidence and higher international oil prices 
are the main factors behind the strong 
investment growth of recent quarters. 


Consumer expenditure growth slowed somewhat 
in the third quarter due in part to a smaller 
increase in spending on new cars. Nevertheless, 
consumer spending growth in the third quarter 
was strong and remained substantially above the 
average for 1986. The savings rate dropped over 
one percentage point to 8.0%, reflecting 
continuing high consumer confidence. 
Residential investment continued to increase very 
strongly, following two quarters of average 
growth exceeding 20%. Housing starts reached 
an annual rate of 263,000 units, the highest 
quarterly level in over nine years. Real business 
inventory investment rose by close to $1.0 billion 
in the third quarter but the inventory-to-sales 
ratio remained well below its recent trend. 


The recent sharp stock market downturn 
brought Canadian stock prices down to their 
mid-1986 levels, and price/earnings ratios have 
fallen from the unusually high levels reached 
earlier in the year. The precise effects on the 
economy are not yet clear but they are expected 
to be modest. The very healthy financial 
position of the corporate sector, the positive 
attitudes of consumers according to recent 
surveys and the actions by governments to inject 
liquidity into the international financial system 
will act to mitigate the impact of the stock 
market decline on the economy’s growth 
prospects over the next year. 


Buoyant Business Investment 


Real business non-residential investment rose at 
a very rapid pace of 21.6% at an annual rate in 
the third quarter, following an increase of 16.0% 
on average in the first two quarters of the year 
(Chart 1.2). These were the three strongest 
consecutive quarters of growth in investment 
since 1981. The strength reflected both a 
turnaround in non-residential construction, 

after an 8.2% decline in 1986, and booming 


machinery and equipment investment. In the 
third quarter, real residential investment 
increased at roughly half the 20% pace of the 
first half. With housing starts at very high 
levels, the growth of housing starts 
understandably slowed and activity in the 
market for existing housing eased. 


Sharp Rise in Corporate Profits 


Corporate profits before taxes continued to 
increase at an extremely strong pace. Since the 
third quarter of 1986, corporate profits have 
risen by close to $14 billion, a 31% advance. 
Real returns on equity in the resource sector 
have recovered from the sharp drop in 1986 and, 
although there has been a slight deterioration in 
the non-resource sector, overall real returns on 
equity are comparable to their pre-recession 
levels. The liquidity positions of industrial 
corporations are at their highest levels since 
before the recession. With strong cash flow 
positions, corporations are able to finance 

their investment largely from internally 
generated funds. 


Consumer Spending Remains Strong 


The pace of consumer expenditure growth 
slowed somewhat in the third quarter but 
nevertheless maintained a strong annual rate of 
growth of 5.5%. The slowdown in growth was 
more pronounced for durable goods, especially 
purchases of new cars. The savings rate 
decreased further to 8.0%, and is now at its 
lowest level since mid-1972. The downward trend 
in the savings rate over the past several quarters 
reflects, in part, the continuing high degree of 
consumer confidence. 


Trade Balance Down Sharply 


Real net exports fell by $3.6 billion to 

$13.3 billion in the third quarter. Exports of 
goods rose by 3.1%, but imports increased 
17.2%. The large increase in imports of goods 
was mainly due to much higher imports of 
machinery and equipment reflecting the 
substantial increases in business investment in 
recent quarters. Despite a strong increase in the 
terms of trade, the current account balance 
deteriorated by $3.4 billion to a deficit of 
$10.4 billion. 


The Unemployment Rate Chart 1.4 


Drops to 8.2% CPI Inflation in 


Employment increased at a very brisk pace in Canada and the U.S. 


the first 11 months of the year, reaching a level per cent — year over year 
of 12,114,000, 3.8% above its level in November 

1986. The rate of increase in jobs created to 5 
date in 1987 is more than in any full year since 

the 1981-1982 recession (Chart 1.3). Employment 

gains in 1987 are spread across all age groups, 4 
industries and provinces. All net job gains were 

full time, as part-time employment actually 

remained unchanged. Employment growth 3 
surpassed labour force growth in most months 

of 1987 and the unemployment rate dropped to 

8.2% in November from 9.4% in December 2 
1986. The rate of unemployment is now at its 

lowest level since November 1981. 


Canada 


Inflation Down to 4.3% United States 

The consumer price index (CPI) advanced 4.3% 0 

(year over year) in October, down from 4.5% in JFMAMJJASONDJ FMAMJ JASO 
September and August and the yearly peak of 1986 1987 


4.8% in June. Recent declines in food prices and 
a decline in energy prices in October account for 
the slower inflation in October. Consumer prices 
are now increasing at a slower rate in Canada 
than in the United States for the first time since 
December 1984. The rebound in USS. inflation 
reflects a sharper turnaround in energy prices 
and the depreciation of the U.S. dollar 

(Chart 1.4). 


Stock Market Registers Record Drop 


On October 19, North American stock markets 
experienced their largest ever one-day declines 
with the Dow Jones industrial index dropping 
509 points (23%) and the TSE 300 index falling 
401 points, or 11% (Chart 1.5). By the end of 
October, both the TSE 300 and Dow Jones were 
roughly 27% below their respective August 
peaks but still at levels above their 1986 average. 
Following the stock market crash, governments 
moved quickly to provide liquidity to stabilize 
financial markets. 
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Chart-2.5 


Change in Personal Income by Category 


1986 Ql Q2 Q3 1986 Ql Q2 Q3 1986 Ql Q2 Q3 


1987 1987 1987 
Note: Other incomes include t fers to persons (mainly from government), interest and investment income, and net 
income of farm operat nincorporated business. 
Chart 2.6 
Change in 


Personal Income 
Excluding Farm Income 


Personal income grew at a slower rate in the 
third quarter, as growth of labour income eased 
and other incomes declined (Chart 2.5). The 
slowdown in labour income growth reflected a 
slower pace of employment gains, down from 
1.1% at a quarterly rate in the second quarter to 
0.6%. The decrease in the level of other incomes 
was heavily influenced by the timing of 
payments under Western Grain Stabilization and 
the Special Canadian Grains programs. 
Substantial payments were made from these 
programs in the second quarter but not in the 
third quarter (Chart 2.6). Excluding farm 
income, personal income grew at the same pace 
in the third quarter as in the second. 


Chattecss 


Consumer Credit 
as a Percentage of 
Personal Disposable Income 


per cent 


1977 1979 1981 1983 1985 1987 


Using Bank of Canada monthly consumer 
credit outstanding data. 


Chart 2.8 


Interest on Consumer Debt 
as a Percentage of 
Personal Disposable Income 


per cent 
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The high level of consumer confidence and 
willingness to spend have been reflected in sharp 
increases since 1985 in the ratio of consumer 
credit outstanding to personal disposable income 
(Chart 2.7). Nevertheless, the debt burden of 
consumers remains below the previous peak 
levels of the late 1970s. 


Despite the increases in consumer debt, the 
financial position of consumers remains sound. 
The strong employment gains and, more 
recently, the easing of interest rates are positive 
developments for consumers. 


Although the level of consumer credit has risen 
substantially, the burden of interest payments on 
consumer debt relative to disposable income has 
not increased substantially and remains well 
below levels in the 1979 to 1981 period. This 
reflects the much lower level of current interest 
rates compared to the earlier period. 
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Change in Real Residential Investment by Category 


Chart 3.1 


3. Housing Sector 
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Chart 3.3 
House Prices 
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Ratio of New House Price to 
Construction Cost by Component* 
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House prices have been volatile in the first three 
quarters of the year, after two years of strong 
increases (Chart 3.3). Prices in the resale market, 
as measured by the Multiple Listing Service 
(MLS) price, are below their peaks of early 1987 
but in September were still about 17.6% above 
prices a year earlier. Increases in the price of 
new houses, which typically lag increases in the 
resale market, have slowed recently but in 
September were almost 14% above levels a 

year earlier. 


The profitability of house construction has 
stabilized at a high level in the past two 
quarters. The ratio of new house prices to 
construction costs has not increased noticeably 
in the last six months (Chart 3.4). 
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Chart 3.5 


Ratio of Household Mortgage Debt 
to Personal Disposable Income 


Substantial declines in mortgage interest rates 
from peaks in the early 1980s have unleashed a 
strong pent-up demand for new housing on the 
part of the baby-boom generation, which has 
been reaching the home-buying age throughout 
the 1980s. As a result, there has been a 
substantial increase in personal sector mortgage 
liabilities as young families buy their first 
homes. The ratio of residential mortgage debt to 
personal disposable income has risen very 
sharply since mid-1985 to a new peak level. 
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Using Bank of Canada monthly mortgage 
debt outstanding data. 


Chart 3.6 


Mortgage Payments on a Newly 
Purchased Home as a Share of 
Household Disposable Income* 


per cent 


Housing affordability continued to deteriorate in 
the third quarter (Chart 3.6). However, the share 
of mortgage payments in the average household 
budget remains well below peak levels and 
housing market activity remains at a high level. 
Since mid-October, interest rates have declined 
by 3/4 to 1 percentage point. 
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*Department of Finance estimates. 


4. Business Non-Residential Investment 
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Chart 4.3 


Canadian Oil and Gas 
Drilling Activity 


billions of metres drilled — seasonally adjusted 
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in the Resource and 
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The turnaround in non-residential construction 
in the first three quarters of the year was, in 
large part, due to increased oil and gas 
investment following a dramatic decline in 1986. 
An indicator of the strong pick-up in oil and 
gas investment is the 65% increase in drilling 
activity since the third quarter of 1986. The 
higher drilling activity resulted from increased 
cash flow to the oil and gas industry due to 
higher oil prices, the elimination of the federal 
government Petroleum and Gas Revenue Tax, 
and federal and provincial investment incentives. 


Partly reflecting the recent improvements in 
petroleum sector investment and firming 
commodity prices, the large declines in real 
investment in the resource sector will level off in 
1987, according to the Statistics Canada Public 
and Private Investment Intentions Survey. In 
contrast, the growth in non-resource investment 
has become progressively stronger throughout 
the recovery. 


Chart 4.5 
Goods Sector Capacity Utilization 
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Chart 4.6 


Real Return on Equity 
of Large Industrial Corporations 
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A major stimulus to the investment growth in 
1987 has been the high rates of capacity 
utilization of the existing capital stock. Capacity 
utilization rates for the goods-producing sector 
have been above average historical levels since 
mid-1985 and are currently at their highest levels 
since 1974 (Chart 4.5). 


With the debt-to-equity and liquidity positions 
of industrial corporations at their healthiest 
levels since before the recession, Canadian 
businesses are in a good position to continue to 
invest. The current strong rates of return have 
increased the expected profitability of new 
investment. In the non-resource sector, the real 
return on equity has remained above average 
pre-recession levels since 1983, while in the 
resource sector it has recently recovered to its 
highest level since late in 1980 (Chart 4.6). The 
further 6.2% increase (at quarterly rates) in 
after-tax profits of industrial corporations in the 
third quarter will be reflected in further 
increases in profitability. 


Chart 4.7 


External Corporate 
Financing Costs 


per cent 


Long-term 
bond rate 
(left axis) 


Dividend yield 
(right axis) 


1983 1984 1985 1986 


Chart 4.8 
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Despite the sharp decline in stock market prices 
in October, external equity financing costs 
remain relatively low. Both the dividend and 
bond yields are below their levels over the past 
five years (Chart 4.7). Partly offsetting the rise 
in equity financing costs has been a decline in 
debt financing costs, as short-term interest rates 
fell over 100 basis points and corporate bond 
rates fell by about 75 basis points since the 
stock market decline. 


While external financing costs have risen 
recently, corporations have been more than able 
to finance the rapidly increasing investment 
expenditure with internal cash flow before 
dividends. The ratio of cash flow to investment 
of large industrial corporations has increased 
sharply since mid-1986 to levels much higher 
than during the past decade and especially the 
pre-1982 investment boom. 


5. Business Inventories 
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Components of Real 


Business Inventory Investment 
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Real business inventory investment increased by 
close to $1.0 billion in the third quarter 

(Chart 5.1), contributing about one-fifth of 
overall GDP growth. The increase in inventory 
investment was largely the result of a 
turnaround in non-farm inventories to an 
accumulation of $0.6 billion from a 
decumulation of $0.2 billion in the second 
quarter (Chart 5.2). Despite the rise in the third 
quarter, non-farm inventory investment remains 
well below average levels in the previous two 
years. Farm inventory levels have been 
unchanged thus far in 1987 following a large 
increase in stocks in 1986. 
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Chart 5.3 
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Despite the increase in inventory investment in 
the third quarter, the growth in the stock of 
inventories has not kept up with the strong 
growth in sales. As a result, the inventory-to- 
sales ratio fell further below its trend since the 
end of the 1981-1982 recession. With current 
inventory levels below trend levels, further 
increases in business inventory investment may 
be necessary in coming quarters. 


6. Government Sector 
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The federal deficit on a Canadian Income and 
Expenditure Accounts (CIEA) basis averaged 
$23.1 billion over the first three calendar 
quarters of 1987, down somewhat from 

$24.5 billion over the comparable period in 1986 
(Chart 6.1). As a ratio of GDP, the deficit fell 
from 4.8% in the first three quarters of 1986 to 
4.2% in the same period in 1987. 


For the first three quarters of 1987, revenues 
advanced 9.1% and total expenditures rose 6.0% 
(Chart 6.2). Growth in revenues was led by 
advances in direct taxes on persons (reflecting in 
large part the strong growth in both income and 
employment) and direct taxes on corporations 
(reflecting the strong growth in corporate 
profits). Spending on goods and services, 
transfers to persons and debt interest advanced 
at about the rate of inflation while transfers to 
other levels of government and other spending 
grew more rapidly. The strong growth in the 
“other” component continues to reflect higher 
farm income support payments. 
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Chart 6.3 
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The deficit of the consolidated provincial-local- 
hospital (PLH) sector averaged $4.0 billion 

over the first three quarters of 1987, down 
substantially from the $6.2 billion recorded over 
the same period in 1986 (Chart 6.3). As a ratio 
of GDP, the deficit dropped from 1.2% to 0.7%. 


Revenue growth in the PLH sector remained 
broadly based, reflecting the underlying strength 
of the economy and growth in federal transfers 
well beyond the rate of inflation (Chart 6.4). 
Expenditure growth was also broadly based, and 
reflected higher spending on goods and services, 
transfers to persons and debt interest. Modest 
growth in the “other” category of spending 
reflected declines in capital assistance and only a 
small increase in subsidies to business. 
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7. Foreign Trade and International Developments 
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The current account deficit increased from 

$7.0 billion in the second quarter to $10.4 billio1 
in the third. The merchandise trade surplus 
dropped to $11.2 billion from $13.0 billion in th 
second quarter. The non-merchandise trade 
deficit also widened, largely reflecting an 
increase in net investment income payments 
abroad. 


The trade surplus in real terms decreased 
substantially in the third quarter as a result of 
strong growth in imports. The real balance fell 
$3.3 billion to $17.3 billion (1981 dollars). Large 
increases in imports of machinery and 
equipment, due to the strong growth in 
investment spending by Canadian firms, as well 
as strong growth in imports of crude oil and 
automotive products, contributed to the rise in 
imports. Exports increased in the third quarter 
due mainly to strong growth in exports of 
natural gas and manufactured goods other than 
automotive products. The temporary closure of 
the GM and Ford plants for retooling during the 
third quarter reduced exports of passenger cars. 
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Chart 7.3 


Merchandise Terms of Trade 


per cent — annual rate 


4 
1985 1986 Ql Q2 Q3 
1987 
Chart 7.4 
Trade Balance with U.S. 
and Overseas Countries 
billions of dollars — annual rate 
25 : 


20 


15 


Other 


overseas 2 
countries <= 


1984 1985 1986 1987 


24 


The terms of trade (the ratio of export to 
import prices) rose sharply during the third 
quarter due largely to a decline in import prices. 
It was the third consecutive quarterly increase in 
the terms of trade. Import prices of machinery 
and equipment, in particular, dropped sharply 
due to further declines in office equipment 
prices (computers). Export prices increased 
slightly in the third quarter, reflecting mainly 
higher prices for fabricated materials, such as 
pulp and paper, chemical products, aluminum 
and other non-ferrous metals. The improvement 
in the terms of trade to date in 1987 is also due 
to the rise in the value of the Canadian dollar 
on a trade-weighted basis (which tends to reduce 
Canadian dollar import prices more than 
Canadian dollar export prices). 


The nominal merchandise trade balance 
increased with the U.S. but deteriorated 
significantly with the overseas countries. On the 
basis of reconciled data, the trade surplus with 
the U.S. increased by $2 billion to $20.1 billion 
in the third quarter. With overseas countries, the 
trade deficit increased to $8.9 billion from 

$5.2 billion in the second quarter. The deficit 
with overseas countries had previously decreased 
$3 billion from the third quarter of 1986. For 
the first time since the beginning of 1985, 
Canada registered a trade surplus with Japan, 
amounting to $244 million in the third quarter. 
The move into surplus reflects mainly increased 
exports of raw materials and semi-manufactured 
goods, especially lumber and wood pulp. The 
deficit with European countries increased to 

$5 billion in the third quarter. 


Employment in 1986 and 1987 


Chart 8.1 


8. The Labour Market 
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Chart 8.2 
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Chart 8.8 
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With the exception of a slight decline in July, 
employment has increased steadily over the last 
17 months. Cumulative employment growth has 
been virtually identical in goods and services 
industries over this period. Goods employment 
has been especially strong in 1987 (Chart 8.7). 
All provinces, except Manitoba, shared in the 
employment growth of 1987. 


The unemployment rate has declined in all 
provinces during 1987 and especially in the 
Atlantic region where employment gains were 
the largest. As a result, by November 1987 every 
province had a lower unemployment rate than 
the average in 1986. However, only Ontario and 
Quebec have seen their unemployment rates 
recover to below the 1980 (pre-recession) rate. 
The unemployment rate in the Atlantic region 
declined to about 2 percentage points above the 
1980 level while the West remains well above the 
1980 level. The gaps in the West reflect the 
impact of the 1986 resource price declines, 
especially for petroleum and grain. 
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9. Price and Wage Sector 


Chart 9.1 
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Chart 9.2 
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Chart 9.3 
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Chart 9.4 


Change in Average Labour Income* 
and Unit Labour Costs** 


per cent — year over year 
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*Labour income divided by employment. 
**Labour income divided by real output. 
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The raw materials price index (RMPI) fell 1.5% 
in October after a slight decline in September 
(0.2%). This is in contrast to sharp increases 
recorded over the previous 12-month period. The 
rise so far this year in the RMPI is the result of 
higher mineral fuels and accelerating non-ferrous 
metal prices, notably copper, nickel and precious 
metals. During the first 10 months of 1987, the 
RMPI rose 12.0% (annual rate). Excluding 
mineral fuels, the RMPI advanced 7.8%. 


Despite the tightening of the labour market, unit 
labour cost increases continued to be moderate, 
registering 2.5% in the third quarter on a 
year-over-year basis and only 1.6% to date this 
year at an annual rate. Average labour income 
rose 3.4% (year over year) in the third quarter, 
down from the 4.1% experienced in the first half 
of 1987. Average labour productivity continued 
to increase at a strong pace in the third quarter. 


Chart 9.5 
Wage Settlements (all agreements) 


effective increase in base rates 


In the third quarter, wage settlements (covering 


Private sector 500 employees or more) in the private sector 
GM Public sector 


rose to 3.8% from 3.3% in the previous quarter. 
The third quarter was, however, a relatively light 
bargaining quarter as only 87 agreements were 
signed involving 161,700 employees (the average 
over the past two years has been 131 agreements 
with 242,300 employees). Public sector wage 
settlements decreased to 3.8% in the third 
quarter from 4.2% in the previous quarter. The 
gap between public and private sector wage 
settlements was eliminated in the third quarter. 


Chart 9.6 


CPI Inflation in 
Canada and the U:S. 


per cent — year over year 


Inflation in the U.S. picked up more than in 
Canada in the first 10 months of 1987 as a 
result of the turnaround in energy prices as well 
as the falling value of the U.S. dollar. After 
reaching a very low level of 1.1% (year over 
year) in December 1986, the growth in the 
all-items CPI in the U.S. accelerated to 4.5% in 
October, exceeding Canada’s inflation rate of 
4.3%. Consequently, the differential between 
inflation rates in Canada and the U.S. has 
turned from 3.1 percentage points in favour of 
the U.S. in December 1986 to 0.2 percentage 
points in Canada’s favour in October. 
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10. Financial Sector 


— se ee—seseeSsSh 


Chart 10.1 


TSE 300 and Dow Jones 
Industrials Indexes 


monthly closing value 
3,000 


— 2,500 


1,000 
1985 


1 

Share prices fell dramatically on world stock 
markets in October. On both the Toronto Stock 
Exchange and the New York Stock Exchange 
share prices had been slipping from mid-August 
through to mid-October when they suddenly 
plunged. On Monday, October 19, share prices 
fell by nearly twice the previous record decline 
(in percentage terms). By the end of October, 
the TSE 300 and Dow Jones industrial indexes 
had lost 23% of their value relative to the end 
of September and 27% relative to their August 
peaks. Since the plunge, the stock market has 
been somewhat volatile without exhibiting any 
definite trend. 
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The stock market gained very strongly 
throughout the recovery-expansion. By the third 
quarter of 1987, the TSE 300 and Dow Jones 
indexes had gained 114% and 154% respectively 
relative to the end of 1982. The October plunge 
erased only a part of these gains. As of the end 
of November, the TSE index had fallen back to 
its levels of mid-1986 while the NYSE was still 
above its level at the end of September 1986. 
Both remained above their 1986 averages. 
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Chart 10.2 
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In early 1987, soaring share prices pushed the 
price/earnings ratio well above a normal level as 
represented by the 1956 to 1972 average 
price/earnings ratio of about 17. Price/earnings 
ratios were well below 17 from the mid-1970s 
through to 1982, likely reflecting high and 
increasing inflation prevalent through that 
period. The recent declines in share prices have 
resulted in a drop in the price/earnings ratio to 
well below the 1956 to 1972 average level. 


Prior to mid-October, both Canadian and US. 
interest rates had been moving upwards. In the 
wake of the stock market crash, the Canadian 
and U.S. monetary authorities moved quickly to 
provide liquidity to stabilize financial markets, 
and short-term interest rates dropped sharply. 
The Canada-U.S. interest rate differential on 
90-day commercial paper fell to one percentage 
point by the end of October, but since then 
Canadian interest rates have moved back up 
slightly and the differential had widened to 
1.40 percentage points by the end of November. 


Chart 10.4 


Canadian Dollar in 1987 
(Average Noon Value) 
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The Canadian dollar moved briefly above 

U.S. $0.77 before the stock market events of 
October 19, continuing the pattern of gains 
evident since May. Following those events, the 
Canadian dollar initially lost some ground, but 
remained at or above summer levels. During the 
first week of December, the dollar traded above 
US. $0.76. 
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Chart 10.5 


Canadian and U.S. Trade-Weighted 
(G-10) Exchange Rate Indexes 
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Both the Canadian and U.S. dollars have 
continued to lose ground against overseas 
currencies. However, the Canadian dollar has 
gained against the U.S. dollar. Since Canada’s 
trade is predominantly with the U.S., the gains 
against the U.S. dollar have more than offset 
losses against Overseas currencies and the trade- 
weighted exchange rate has risen slightly in 1987. 
In contrast, the U.S. trade-weighted exchange 
rate has continued to fall dramatically. Relative 
to its March 1985 peak, the U.S. dollar trade- 
weighted index has lost 33% of its value and is 
now below its January 1980 level. 
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11. The Quality of Job Creation in the Last Three Years 


Introduction and Summary 


Strong job creation has been a key characteristic 
of the Canadian economy throughout the 
recovery from the 1981-1982 recession. 
Employment growth over the December 1982 to 
December 1986 period averaged 2.8% annually, 
or 306,000 jobs per year. This pace has 
accelerated in 1987 with 398,000 jobs created, 
arate of employment growth of 3.7% at 

annual rates. 


Despite this employment performance, which 
has been the best among the major industrial 
countries, some concerns have been expressed 
about the “quality” of the jobs created. The 
concern is based on the observation that there 
has been an increasing share of largely service 
sector jobs in total employment, and an 
apparent view that the “quality” of service 
sector employment is lower than that of 
employment in other sectors of the economy. 


This report analyzes the “quality” of the jobs 
created in Canada over the three-year period 
August 1984 to August 1987.” The next section 
examines the argument that the strong growth of 
services sector employment has meant that only 
low-quality, low-paying jobs are being created. 
This evidence is essentially indirect. Although 
the industrial classification of labour force data 
show that the services sector has accounted for 
the largest number of jobs created, this 
classification of job creation is too broad to 
answer questions on job quality. For example, 
lumped into the general category of services are 
a wide variety of jobs, paying quite different 
wages and requiring the holders of those jobs to 
perform quite different tasks. A more direct 
measure of job “quality” can be obtained by 
reclassifying the same labour force data 
according to tasks or occupations. This 
reclassification cuts across industrial categories 

| since many occupations are found in both the 

_ goods and services sectors. 


The reclassified data show that the generally 
perceived higher-quality and clearly high-paying 
professional occupations have led employment 
growth over the past three years. The managerial 
and administrative occupations alone accounted 
for about 28% of total job creation, about the 
same share as the three major services-oriented 
occupations of clerical, sales and services- 
provision combined. Total professional 
occupations, a Statistics Canada aggregation of 
seven occupations including the managerial and 
administration occupations, accounted for nearly 
half the jobs created in this period. A great 
many of these professional jobs were in the 
services industries, discrediting the often- 
expressed notion that most services industry jobs 
are poor quality jobs. 


Indirect Evidence on the Quality 
of Job Creation 


The strong growth of employment in the 
services sector of the economy is the basis for 
arguments that recent job creation has been 
largely concentrated in low-quality jobs. The 
services sector is sometimes viewed as providing 
lower-quality jobs because this sector has a 
higher proportion of lower-paying jobs than the 
goods-producing sector. 


When looking at the composition of total 
employment growth from August 1984 to August 
1987, employment increased very strongly in the 
community, business and personal (CBP) 
services industry and strongly in the other 
service sectors except public administration 
(Chart 11.1). Nevertheless, the strongest 

growth occurred in two goods industries 

—~ manufacturing and construction - reflecting 
rebounds from low employment levels during 
the recession. 


(1) The latest data available for this analysis were for August 1987. The data are not seasonally adjusted, necessitating a 
year-over-year analysis. Only part of the data which are needed for this analysis are available prior to 1984, due to the change 
from the 1971 Census Classification of Occupations to the 1980 Standard Occupational Classification. 
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Since the community, business and personal 
services and the trade sectors account for a large 
share of total employment, growth in these two 
sectors was enough to make them the dominant 
job creating sectors. Chart 11.2 shows their 
dominance in total job creation over the last 
three years. 


e The CBP services industry led job creation, 
accounting for 48% of total employment 
gains in the August 1984 to August 1987 
period. 


¢ Together, CBP services and trade accounted 
for nearly 66% of total job creation over 
this period. 


e The goods sector, in total, accounted for only 
20% of job creation. 


However, these industry data give a misleading 
view of the actual types of jobs being created, 
for two reasons: 


e These broad industry categories obscure 
significant job growth in industry 
sub-categories which can change the 
interpretation of the results significantly. For 
instance, within CBP services industries, 
services to business was one of the fastest 
growing sub-sectors. This sub-sector provides 
many very high-quality jobs (such as business 
consultants, for example), vastly different 
from the types of jobs that CBP services 
often connote. 


¢ Broadly defined industrial sectors include 
workers who do a wide variety of tasks. The 
services sector in total includes occupations 
ranging from personal services to 
stockbrokers. Even at such a detailed industry 
level as drugstores, occupations range from 
highly paid pharmacist/owners to lower paid 
part-time sales staff. 


Thus the industry data are an inadequate 
indicator of job quality since they ignore tasks 
associated with jobs. 


This employment shift towards the services 
sector has sometimes been suggested as a key 
explanation of the decline in aggregate real 
annual earnings per employee evident in both 
Canada and the U.S. since the late 1970s. 
Instead, the trend in real earnings reflects broad 
macroeconomic developments. First, the trend 
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decline in real annual earnings is misleading 
because the trend towards part-time work has 
effectively lowered average hours worked. With 
people working fewer hours, annual average 
earnings have declined while real wages per hour 
have remained roughly unchanged. Second, real 
wages are determined by productivity. The 
relative constancy of real wages over this period 
was part of the adjustment to slowing 
productivity growth necessary to restore 
Canada’s international competitive position. 


Job Quality from a More Direct 
Point of View 


The arguments suggesting that the composition 
of employment has shifted toward lower-quality 
jobs are based on indirect evidence relating to 
the industrial distribution of total employment. 
To examine the types of jobs being created, a 
more direct approach is needed, one which 
explicitly looks at both the tasks associated with 
different jobs as well as the relative wages of 
those jobs. This is particularly important 
because of the wide variety of jobs found in any 
given industry. 


This more direct evidence can be found by 
examining the growth of employment by specific 
occupational classes and the relative quality of 
these occupations. The Statistics Canada Labour 
Force Survey provides an occupational 
reclassification of total employment by 

21 specific occupations. These occupations are 
classified by Statistics Canada according to the 
major tasks performed rather than just the job 
title. To focus specifically on job quality, 

two major occupational classes can be 
considered: professional occupations and the 
traditionally viewed ‘“‘services-oriented”’ 
occupations. The professional occupations group 
is a Statistics Canada aggregation of seven 
occupations: management and administration, 
natural sciences, teaching, social sciences, 
medicine and health, artistic and recreation, and 
religion. Nearly half of the professional workers 
perform predominantly management and 
administration tasks. Together, management and 
administration, medicine and health, and 
teaching account for 75% of professional 
employment. The second major group, services- 
oriented occupations, includes clerical, sales and 
services-provision occupations. 


. 


Choosing which of the occupational classes 
represent high-quality jobs is subjective. From 
an employee’s perspective, the quality of a job 
depends on how it satisfies a wide variety of 
needs ranging from pay and security to a sense 
of personal accomplishment. From an 
employer’s perspective, the quality reflects the 
skills and productivity required of the employee. 
In many aspects, the services-oriented 
occupations have been generally perceived as 
lower quality while professional and some 
goods-oriented occupations have been generally 
perceived as higher quality. However, the only 
available quantifiable measure of the relative 
quality of specific occupations is relative wages, 
although other elements of job quality are also 
important. 


The relative wages of specific occupations 
confirm preconceived notions about the relative 
quality of these occupations. As Chart 11.3 
shows, in 1984: 


¢ Most professional and some goods 
occupations were among the highest-paid 
occupations. 


e The traditionally viewed lower-quality 
services occupations of clerical, sales and 
services-provision were among the lowest- 
paid occupations. 


Occupational Job Creation 
Over the Last Three Years 


Employment growth by occupation from August 
1984 to August 1987 is shown in Chart 11.4. It 
can be seen that: 


e Five of the top 10 fastest growing 
occupations were professional. The other five 
were goods-oriented occupations, among 
which construction and fishing-hunting-and- 
trapping occupations exhibited particularly 
strong growth. Construction is amongst the 
highest paying goods-oriented occupations. 


e Seven of the 10 slowest-growing or declining 
occupations were among the 10 lowest-paid 
occupations. In particular, employment in 
clerical, sales and services-provision 
occupations has grown slowly in the last 
three years. 


When looking at occupational shares of total 
job creation over this period, a somewhat 
different picture emerges. Chart 11.5 shows the 
actual changes in employment levels by 
occupation, over the August 1984 to August 
1987 period. Again, professional jobs led job 
creation, but a significant number of jobs in 
lower-paid occupations were also created. 


e The largest single occupational category of 
job creation was management and 
administration. This occupational group, the 
third highest paying in 1984, accounted for 
about 28% of all the jobs created. 


e Total professional occupations accounted for 
nearly one-half of all jobs created. 


e Despite their slower growth, the services- 
Oriented occupations accounted for 29% of 
job creation. Their large share of total job 
creation reflects their large share in total 
employment at the beginning of the period. 


e Five of the 10 smallest (or negative) 
contributors to job creation were in the 
lowest-wage categories. 


Although the three services-oriented occupations 
accounted for nearly 30% of total job creation, 
this was only as much as the management and 
administration occupation alone and only about 
two-thirds of total professional job creation. 


This general pattern holds across both the goods 
and services sectors (Charts 11.6 and 11.7). 
Together, professional and construction jobs 
accounted for nearly 90% of goods-sector job 
creation over the period. Gains in processing, 
clerical, transportation and materials-handling 
occupations were almost completely offset by 
losses in primary, sales and services-provision 
occupations. 


The services sector mirrored the all-occupations 
pattern. Professional occupations accounted for 
over half of services-sector employment growth, 
followed by just over one-third from clerical, 
sales and services-provision combined. This 
shows that it is incorrect to presume that 
services industry employment growth implies the 
creation of only lower-paid clerical, sales and 
services-provision jobs. 


4] 


It could be argued that the strong increases in 
professional jobs may overstate the quality 
improvements because the new professional jobs 
may be lower quality and hence lower paying 
than professional jobs in the past. If this were 
true, we would expect to see a drop in relative 
wages of the professional occupations relative to 
1984. Wage data for 1986, the latest available, 
indicate that this has not occurred and the 
average professional job paid as relatively well in 
1986 as in 1984. 


The evidence does not support the view that the 
economy is creating only lower-quality, lower- 
paid jobs. While job creation in the last three 
years has included a large number of jobs often 
considered to be of lower quality, an even larger 
number of higher-paying professional jobs have 
been created. As well, a large number of higher- 
paying construction jobs have been created. 
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Occupational Job Creation 
Since the Mid-Seventies 


The tendency for growth in professional jobs to 
lead job creation in the economy has been 
evident since at least 1975. Management and 
administration jobs accounted for 8% of total 
employment in 1975 and professional jobs in 
total for nearly 22%. Over the 1975 to 1981 
period, management and administration jobs 
accounted for 16% of total job creation and 
total professionals for 35% (Chart 11.8). The 
pace of management and administration job 
creation has accelerated since then. Over the 
1981-1987 period, management and 
administration jobs accounted for half of total 
job creation and professionals in total accounted 
for nearly 80% of job creation. The very high 
share of professional job creation for the 
1981-1987 period is due, in part, to the fact that 
these jobs were generally maintained in the 
1981-1982 recession period while other 
occupations saw substantial losses. However, 
Chart 11.8 also shows that, in the 1984-1987 
period, the pace of job creation of higher- 
quality jobs still increased over the pre-recession 
period, even though lower-quality jobs had 
potential for significant recovery from recession 
declines. 


Data Sources 


Industrial and occupational data are from The 
Labour Force, Statistics Canada cat. 71-001. 
Some are unpublished data available from the 
Labour Force Survey Sub-Division, Labour and 
Household Surveys Branch. 


All occupational data used in this report are on 
a consistent 1984 Standard Occupational 
Classification basis. Recoding was done by 
Statistics Canada. 


Wage data for 1984 are unpublished data from 
the Statistics Canada Survey of Union Coverage. 
The 1986 data are taken from the Statistics 
Canada Labour Force Activities Survey, Special 
Surveys Group, Labour and Household Surveys 
Branch. 
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12. Canada’s Foreign Assets and Liabilities 


Introduction 


For more than a century Canada has benefited 
from the ready access it has had to the world’s 
capital markets. It has been an important 
foreign investor as well as foreign borrower, on 
balance being a substantial net user of foreign 
funds. This access to foreign savings has allowed 
Canadians to undertake capital formation at a 
faster rate, and has contributed to the favourable 
growth rates and high standards of living we 
have enjoyed. It also involved us in significant 
debt-servicing commitments. While the historical 
experience suggests that drawing on foreign 
capital should continue to be beneficial for 
Canada, it is important that potential problems 
in servicing the debt be avoided. 


Questions about Canada’s foreign debt have 
been the focus of some attention in recent 
months. Concerns relating to foreign debt are 
far from new. To some degree the difficulties of 
the large “problem debtor” countries and the 
recent swing of the United States into a net 
debtor position have called attention to the 
issue. The publication of more timely statistics 
on Canada’s international investment position 
and the substantial increases in our net foreign 
indebtedness in recent years have also increased 
public awareness. 


_ The purpose of this report is to provide a 


perspective on Canada’s international balance 


_ Sheet. It gives a brief summary of the data, 


discusses the factors influencing Canada’s 


_ foreign claims and liabilities, examines the 
_ sources of potential debt problems, and draws 
some implications for macroeconomic policy. 


The Magnitudes of International 


Financial Claims 


Recourse to international financial markets, 


' including both debt and equity claims, is a 


two-way business for Canadians as part of the 
general pattern of financial intermediation and 
portfolio diversification. At the end of 1986, 
recorded claims on non-residents amounted to 
$146 billion and gross international liabilities to 
$343 billion; net liabilities to non-residents thus 
totalled $197 billion (Table 1). 


Canada’s international assets and liabilities have 
both been increasing relative to GNP in recent 
years (Chart 12.1). At the end of 1986 Canada’s 
foreign assets had risen to 30% of GNP, and 
liabilities to 70%. Higher percentages had 

been recorded for both measures prior to 
World War II, with gross assets amounting to 
34% of GNP in 1939 and liabilities 132%. It is 
estimated that approximately 75% of Canada’s 
external assets and 60% of our liabilities are 
denominated in foreign currencies, mainly in 
U.S. dollars. About one-half of total assets and 
60% of liabilities are interest-bearing; the 
remaining claims consist primarily of equity 
holdings by foreigners. 


Canada’s foreign assets are approximately evenly 
divided among direct investments, other long- 
term assets (primarily portfolio equity holdings 
and government loans), and short-term assets 
(including Canada’s official international 
reserves, deposits by Canadians in foreign banks, 
and trade credit). The distribution among these 
three broad categories was approximately the 
same in 1986 as in 1926 (the year for which 
figures were first compiled), although short-term 
assets accounted for a noticeably higher 
percentage of the total in the three decades 
following the war. Canada’s external assets are 
concentrated in claims on the United States. 


(1) The figures cited in this note give a sense of precision that is somewhat exaggerated. Important qualifications that can alter the 
interpretation of the situation are considered later in this section. For the most part the data are drawn from Statistics Canada’s 
Canada’s International Investment Position and Quarterly Estimates of the Canadian International Balance of Payments. 
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Table 1 


Canada’s International Investment Position End-1986 


Assets 


Direct investment 

Portfolio securities 

Federal government loans and subscriptions 
Official international reserves 

Bank deposits 

Other claims 


Total 


Liabilities 
Direct investment 
Portfolio securities 
of which: Bonds denominated in foreign currency 
Bonds denominated in Canadian dollars 
Equities 
Non-resident equity in Canadian assets abroad 
Canadian banks’ non-resident foreign currency position 
of which: Gross claims 
Gross liabilities 
Money market securities 
Other liabilities 


Total 
Net investment position 
Cumulative statistical discrepancy 


Net investment position including discrepancy 


50 


(billions of dollars) 


102.4 
36.4 
11.0 


68.5 
90.9 


On the liabilities side, long-term claims other 
than direct investment accounted for over half 
of the total at the end of 1986, with foreign 
holdings of Canadian marketable securities 
making up the bulk of this. Foreign direct 
investment in Canada accounted for about 27% 
of total liabilities. Short-term financial claims 
accounted for about 18%; the main components 
of these claims are the net foreign currency 
liabilities to non-residents owed by chartered 
banks’ branches and subsidiaries in Canada, 
trade credit, and foreign holdings of Canadian 
money market instruments. 


Portfolio holdings of claims on private 
corporations and government enterprises (the 
hydro-electric Crown corporations have been the 
biggest foreign borrowers) represent the largest 
share of foreign investment in Canada, with 
foreign currency bonds the favoured vehicle 
(Chart 12.2). Non-residents’ holdings of bonds 
issued by governments amounted to $66 billion 
at the end of 1986, including $28 billion of 
federal issues. Foreign currency securities have 
traditionally been issued by the federal 
government only to finance requirements 
associated with the management of Canada’s 
official international reserves. At the end of 
1986 non-residents held over $9 billion of such 
foreign currency debt; the remainder, some 
$19 billion, was denominated in Canadian 
dollars. This latter debt was largely purchased 
on the secondary bond market - most of it 
recently - with Japanese investors being the 
| principal buyers. 


The share of direct investment in Canada’s 
foreign liabilities climbed rapidly in the decade 
following World War II, showed little change 
from the mid-1950s to 1970, declined fairly 
rapidly during the 1970s and has declined 
further in the 1980s, albeit at a much slower 
pace, to about its mid-1920s level. The increase 
in the share of short-term liabilities occurred 
primarily in the 1970s and the opening years of 
,this decade. Much of the change was 
concentrated in 1981, when there was a very 
large increase in the chartered banks’ net foreign 
currency liability position which in turn was 
related primarily to the financing of the high 
level of corporate takeover activity at the time. 
Since 1981 the share of short-term liabilities 
has fallen. 


The United States accounts for close to 60% of 
non-resident claims on Canada, followed by 
Japan and the U.K. with 12 and 8% respectively. 
In recent years the share of the U.S. has fallen, 
while that of Japan has risen. 


A useful perspective on the potential “burden” 
of Canada’s foreign debt can be gained by 
relating our liabilities net of foreign assets and 
associated net debt-servicing costs to GNP, 
exports, or national wealth. In 1986, net debt 
amounted to 40% of GNP (Chart 12.3) or 
148% of exports of goods and services. These 
ratios have increased in recent years, in 
significant part because of the decline in the 
Canadian dollar. However, higher ratios were 
observed during the 1960s and before the war. 
Net payments of interest and dividends relative 
to GNP and to exports are up from earlier 
postwar levels but down from prewar levels 
(Chart 12.4). Net foreign debt now amounts to 
about 11% of national wealth (the total stock of 
Canada’s physical assets less net financial claims 
of non-residents on Canadians), a decline from 
the 13% level recorded in 1961 (the earliest year 
for which national wealth data are available). 


Relative to GNP, Canada’s net foreign liabilities 
are larger than those of other industrialized 
countries (Chart 12.5), although the United 
States has recently become the world’s largest 
net debtor in absolute terms. However, like 
Canada, most industrial countries have seen 
both their foreign assets and foreign liabilities 
rise in recent years relative to their GNP. 


The above description of Canada’s foreign debt 
needs two important qualifications. For more 
than two decades the statistical discrepancy (the 
net effect of errors and omissions) in Canada’s 
balance of payments has been equivalent to a 
large outflow as recorded receipts from the sale 
to non-residents of Canadian goods, services 
and financial claims have exceeded recorded 
payments for purchases abroad. By the end of 
1986, the cumulative discrepancy totalled some 
$56 billion. While this is not necessarily due to 
capital outflows (it also incorporates any net 
error in measuring the current account balance), 
it is likely that a substantial portion represents 
Canadian capital invested abroad. (Coverage of 
personal investment abroad in real estate and 
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financial assets is incomplete in statistical 
surveys and there are other measurement 
problems.) Making an allowance for these 
unrecorded assets could change the appearance 
of the situation considerably. Including the 
cumulative statistical discrepancy (as was the 
practice in the official estimates until recently), 
Canada’s net external indebtedness in 1986 
would have amounted to $141 billion rather than 
$197 billion and the debt-to-GNP ratio would 
have been close to an all-time low (Chart 12.3). 
The difference between the two measures of our 
net indebtedness - which are conceptually 
equally valid - gives some indication of the 
degree of imprecision of estimates of Canada’s 
net international financial position and the care 
that must be exercised in interpreting the data. 


The second qualification is that assets and 
liabilities are carried at book rather than market 
value - with the difference being particularly 
marked in the case of direct investment. Since 
foreign direct investment is larger and on 
average was made earlier than Canadian direct 
investment abroad, the estimate of net direct 
investment claims by non-residents is biased 
downwards, offsetting to some extent the 
incomplete coverage of Canada’s external assets 
noted above. 


The Economics of Foreign 
Borrowing 


As with domestic financing, international capital 
flows channel funds from ultimate or primary 
savers to ultimate borrowers. Most international 
borrowing, with the notable exception of 
government borrowing, is undertaken to finance 
investment rather than consumption.) The 
income from such investments provides the 
financing with which to service the debt. 


Financial transactions and the pattern of 
outstanding financial claims, both domestically 
and internationally, reflect more than a direct 
flow from primary lenders to primary borrowers, 
however. In any given year large two-way flows 


of funds between Canadians and non-residents 
occur - themselves the result of millions of 
financial decisions - and Canada’s financial 
claims on non-residents and obligations to 
foreigners typically both increase. Canada’s net 
indebtedness reflects the cumulative effect of 
these individual decisions. 


Canada’s aggregate net use of foreign financing 
is largely independent of whether a particular 
expenditure is funded domestically or abroad; 
capital markets serve to distribute the financing 
between internal and external sources according 
to the preferences of borrowers and lenders. 
Choices are made according to yields and 
currency denomination so that individuals are 
satisfied with the balance of risk among 
alternative financing instruments. International 
interest rate differentials, for example, will tend 
to incorporate expected exchange rate changes 
and any premium required as compensation for 
the risk associated with such changes. 


On a net basis, the pattern of financing activity 
within Canada has involved a channelling of 
funds from the household sector to the 
corporate sector including government 
enterprises (Chart 12.6). Until the mid-1970s the 
government sector (consolidating all levels of 
government) was generally close to balance; 
during the past decade, however, governments 
have been major net borrowers on financial 
markets. The net requirements of these three 
sectors - household, corporate and government 
- in the aggregate constitute the net use of 
foreign resources. 


The traditional pattern in our balance of 
payments - with a current account deficit 
showing a net import of foreign goods and 
services that corresponds to the import of 
capital - has resulted in a growing level of 
international indebtedness. However, access to 
foreign capital allows the development of an 
economy which is more productive than it 
otherwise might be - and with greater ability to 
service its international obligations. The growth 
of government deficits complicates the picture, 
however, making the link between foreign 
borrowing and investment less precise. 


(2) Even in the case of government spending, caution must be exercised against adopting too narrow a conception of what 
constitutes investment as opposed to consumption. Provisioning for the future can take many forms and some expenditures 
classified as consumption in the national accounts - expenditures on education, research, national defence, or environmental 
protection, for example - may contain a significant investment component. 


52 


Potential Problems with Foreign 
Debt and Policy Implications 


An increase in the stock of foreign debt may be 
a matter of concern if it implies a reduction in 
future living standards from what they otherwise 
might have been. In this, foreign debt does not 
differ fundamentally from domestic debt. 
However, foreign debt may create problems that 
do not arise with domestic debt because of 
exposure to particular international risks. These 
include the risk of exchange rate changes and 
concerns over national policies that arise 
primarily in a cross-border context. 


Debt is most likely to be a problem if its 
build-up is not associated with a parallel 
accumulation of income-producing assets. As 
noted, much of Canada’s foreign debt represents 
capital raised by the corporate sector (including 
Crown corporations) and this has been used to 
fund real investment. As long as these funds are 
applied productively they will generate income to 
service interest and dividend payments without 
creating undue problems. 


Government borrowing can create problems 
insofar as it reflects expenditures which do not 
give rise to a subsequent income stream 


providing an automatic debt-servicing capability, 
or if it does not induce offsetting increases in 

_ private savings. (Such increases could occur 
either because individuals took future debt- 


servicing costs into account in their savings 
decisions or deficit financing stimulated 


_ aggregate income and hence savings.) This can 


_ arise whether the debt is issued domestically or 
_ abroad; to the extent that government borrowing 
at home “crowds out” other borrowers through 


t 
| 
| 
| 
) 


} 


| 


its impact on capital markets and drives them to 


_ seek out foreign markets, the macroeconomic 


effect is basically the same. 


Economic concerns about foreign debt would 
thus seem to reduce to the more general 


concerns arising from government deficits. 
Reducing those deficits is one of the best ways 


of ensuring that external debt does not increase 
in an inappropriate or unsustainable manner. 


] 
! 


The financial policies of the federal government 
are aimed at producing sustained economic 
growth with low inflation. Deficit reduction is 
making an important contribution to this goal 
(Chart 12.7). 


High exposure in foreign currencies could also 
be troublesome in the event of major changes in 
exchange rates. Here much depends upon what 
lies behind exchange rate changes; to the extent 
that they are a reflection of differing rates of 
inflation, the overall real burden of foreign 
currency debt is largely unaffected. Much of 
Canada’s foreign debt is denominated in 
Canadian dollars and Canadians hold 
substantial foreign currency claims. Nevertheless, 
with net foreign-currency liabilities of 
approximately $90 billion (most of which is in 
U.S. dollars) currency realignments could lead to 
substantial changes in the real burden of 
Canada’s debt. The best protection against 
adverse exchange rate effects is to pursue sound 
financial policies at home which will produce a 
sound currency. 


Portfolio shifts by non-residents can also disrupt 
the balance of payments. These can be 
motivated by expected exchange rate changes - 
when the claims are denominated in Canadian 
dollars - or perceptions about economic 
performance more generally. Consistent, sound 
monetary and fiscal policies are important in 
preventing major problems from this quarter 

as well. 


The essential role of fiscal policy from this 
perspective is to ensure that government debt 
does not grow to the point where its size 
undermines confidence in the economy’s future 
performance. Concerns that this might occur 
would cause investors and lenders - both 
domestic and foreign - to prefer foreign to 
Canadian assets, deterring investment and 
hampering growth. Similarly, monetary policy 
must maintain confidence in the currency to 
encourage savings and investment. Attempts to 
keep interest rates artificially low, for example, 
would drive investable funds abroad and provoke 
a spiral of exchange rate depreciation and 
inflation that would ultimately lead to higher 
interest rates, less investment in Canada, and 
slower economic growth. 
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Sound policies alone will not protect Canada 
against the adverse effects of all disturbances 
originating abroad - adjustment to which may 
be made more difficult by a large foreign debt 
exposure - but a record of sound policies will 
ensure that such disturbances are not 
compounded by uncertainties over the likely 
policy responses. Risk is an unavoidable element 
in the investment process and risks associated 
with exchange rate fluctuations and shifts in the 
balance of payments structure are an 
unavoidable consequence of obtaining access to 
foreign capital markets. Prudent policies can 
reduce but not eliminate such risks. Adjustment 
to changes in the pattern of balance of 
payments flows will often require structural 
changes at home involving major reallocations 
of resources. These are an inherent part of the 
process of adaptation in a dynamic economy 
which allows living standards to be kept as high 
as possible. Foreign borrowing can contribute to 
that process despite the risks it may entail. 


Concluding Remarks 


Canada’s net foreign debt appears large in 
comparison with most industrial countries, both 
in absolute size and relative to output, reflecting 
a history of importing capital on a net basis for 
more than a century. In the main, foreign 
financing has been used to build up Canada’s 
stock of productive resources which generate the 
income with which that debt can be serviced. 
Unlike some other major debtors, Canada’s 
record on servicing its international financial 
obligations is excellent. At the macroeconomic 
level, Canada has not encountered difficulties in 
debt-servicing, and there is no evidence to 
suggest this will change. 


While there are risks in taking on foreign debt, 
as there are with all debt, these are manageable 
and generally worth assuming in exchange for 
the benefits that borrowing confers. That risk is 
largely borne by the individual debtors, who are 
in large part profit-seeking corporations 
interested in obtaining financing at the lowest 
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expected cost. Limiting their opportunities to 
raise funds abroad would involve the . 
government in an intrusion in private decision- 
making that would likely entail a less productive 
economy, an intervention that would only be 
warranted by a clear threat to the general 
economy. This threat is not in prospect. The 
greater concern is with debt that is not used to 
expand the productive capacity of the economy. 
Here governments must act - by keeping their 
own deficits and debt expansion under control. 


Foreign borrowing and the growth of foreign 
debt are often taken as prima facie evidence that 


a country is “living beyond its means”. However, | 


this may not be the case if domestic savings are 
substantial and if per capita income is expected 
to grow, conditions which prevail in the 
Canadian case. At the most fundamental level 
the merits of foreign borrowing largely turn on 
whether an economy is accumulating net wealth 
at a pace which is thought to be appropriate 
and this involves a choice between the welfare of 
present versus future generations. 


A higher rate of domestic saving would imply 
that a higher proportion of current income is 
being set aside to benefit our heirs at the 
expense of living standards today. To maintain 
any given level of investment, decreasing net 
reliance on foreign sources of funds would 
necessarily involve an increase in the domestic 
savings rate. In Canada, private savings remain 
high by historical standards and in comparison 
to many industrial countries. On the other hand 
the public sector has moved into a pronounced 
dissaving (deficit) position. This suggests that 
maintaining the policy of putting the public 
sector’s deficit on a declining track will ensure 
that foreign debt does not threaten the living 
standards of Canadians in the future. Sound 
financial policies will also provide for a stable 
currency and reduce the risk of balance of 
payments problems being generated by a loss of 
confidence in our currency by investors, whether 
in Canada or abroad. 


Canadian Bond and Portfolio 
Equity Holdings of Non-Residents 
By Sector, Year-End 1986 

billions of Canadian dollars 


Chart 12.2 


Canada’s Foreign 
Assets and Liabilities 
Selected Year-Ends, 1926-86 
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Preface 


The Reference Tables provide annual data series on the main economic, fiscal and financial 
aggregates over the past few decades. 


The information contained in the majority of these tables is as provided in Statistics Canada’s 
Canadian Socio-Economic Information Management System (CANSIM) on July 22, 1987. Most data 
series are periodically revised and users should refer to indicated sources for more up-to-date 
information. 


A substantial amount of developmental work was necessary in producing the Reference Tables, 
involving computerization and database management, and this was done within a relatively short 
period of time. Although every table was thoroughly verified, it is possible that errors may still exist. If 
this was the case, please advise Michael Kennedy (613 992-0336) or Guy Beaupré (613 992-1034), 
Economic Analysis and Forecasting Division, Department of Finance, Ottawa, Ontario, K1A OG5. 
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Table 1.1 


Change in Population in Canada, the Provinces and the Territories 
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(per cent) 
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Table 1.2 


Distribution of Population among Provinces and the Territories 


1947 — 1986 


(percentage of Canada) 


Canada 
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Reference Table 2 
Demographic Developments 


1947 — 1986 
Immigration 
Population Destined 
at Natural to labour Natural Immi- 
Year June 1st Birth Death increase Total force Marriages Birth Death increase gration Marriages 
(thousands) (number of persons) (rates per thousand of population) 
VOA eer cet nese 12,551 359,943 118,157 241,786 — — 127,483 28.7 9.4 19.3 — 10.2 
(O48 553i. wee 12,823 348,226 119,866 228,360 — — 123,508 27.2 9.3 ies — 9.6 
194 Olas keene 13,447 367,092 124,567 242,525 = — 124,087 27.3 9.3 18.0 — 9.2 
NOS Oates. c ee 13,712 372,009 124,220 247,789 —_ — 125,083 27.1 9.1 18.1 — 9.1 
NOS ecemmeern: cere: 14,009 381,092 125,823 255,269 _ — 128,408 27.2 9.0 18.2 _— 9.2 
NOG 2 eeecmer tee 14,459 403,559 126,385 277,174 == — 128,474 27.9 8.7 19.2 — 8.9 
[fe rake Rr beers ans: 14,845 417,884 127,791 290,093 = — 131,034 28.1 86 19.5 — 8.8 
aS Lay a eae eerie 15,287 436,198 124,855 311,343 _— — 128,629 285 8.2 20.4 — 8.4 
NOS Oren. eee 15,698 442,937 128,476 314,461 109,946 57,987 128,029 282 8.2 20.0 7.0 8.2 
19562 ae he ety 16,081 450,739 131,961 318,778 164,857 91,039 132,713 280 8.2 19.8 10.3 8.3 
1OD/perenaes eeeee 16,610 469,093 136,579 332,514 282,164 151,511 133,186 282 8.2 20.0 17.0 8.0 
AS Ie s Fee cece tates cuconrec: IGOSOPRATO MISH S5, 201 SS4: Oi 24- Solem OS OO mmol OZone ino myo 19.6 ies Cah 
O50) eee haere 17,483 479,275 139,913 339,362 106,928 53,551 132,474 27.4 8.0 19.4 6.1 7.6 
9G O ieee tes: ere ee 17,870 478,551 139,693 938,858 104,111 53,573 130,338 268 7.8 19.0 5.8 7.3 
RS] oit Wee eter inet eee 18,238 475,700 140,985 334,715 71,689 34,809 128,475 26.1 7.7 18.4 3.9 7.0 
TOG Dee eae: nee ee 18,583 469,693 143,699 325,994 74586 36,748 129,381 253 7.7 17.9 4.0 7.0 
NOG Se Aen se 18,931 465,767 147,367 318,400 93,151 45,866 131,111 246 7.8 16.8 4.9 6.9 
452,915 145,850 307,065 112,606 56,190 138,135 23.5 7.6 15.9 5.8 7.2 
418,595 148,939 269,656 146,758 74,195 145,519 21.3 7.6 13.7 wo 7.4 
387,710 149,863 237,847 194,743 99,210 155,596 19.4 7.5 11.9 9.7 7.8 
370,894 150,283 220,611 222,876 119,539 165,879 182 7.4 10.8 10.9 8.1 
364,310 153,196 211,114 183,974 95,446 171,766 17.6 7.4 10.2 8.9 8.3 
369,647 154,477 215,170 161,531 84,349 182,183 17.6 7.4 10.2 TU 8.7 
SiN, ISSiO5, OG 216,027 1470 1Sie Ma eG mSCl42Ounl-OmmniEG 10.1 6.9 8.8 
362,187 157,272 204,915 121,900 61,282 191,324 16.8 7.3 9:5 Sif 8.9 
347,319 162,413 184,906 122,006 59,432 200,470 15.9 7.4 8.5 5.6 9.2 
343,373 164,039 179,334 184,200 92,228 199,064 156 7.4 8.1 8.4 9.0 
345,645 166,794 178,851 218,465 106,083 198,824 15.5 7.5 8.0 9.8 8.9 
358,285 167,404 190,881 187,881 81,189 197,585 158 7.4 8.4 8.3 8.7 
359,300 167,009 192,291 146,110 60,125 193,343 15.6 7.3 8.4 6.4 8.4 
362,208 167,498 194,710 114,914 47,627 187,344 15.6 7.2 8.4 4.9 8.0 
358,852 168,179 190\673 86,313 95,204 185,523 15.3 7.2 8.1 3.7 7.9 
365,475 168,183 197,292 112,096 48,234 187,811 15.4 7.1 8.3 4.7 Le, 
370,709 171,473 199,236 143,117 ‘63/745 191,069 15.4 7.1 8.3 6.0 7.9 
371,346 171,029 200,317 128,618 56,969 190,082 15.3 7.0 8.2 5.3 7.8 
3/2,882 174,413 198,469) 121,147 55,4725 188aiS Tote fal 8.1 4.9 7.6 
373,689 174,484 199,205 89,157 37,109 184,675 15.0 7.0 8.0 3.6 7.4 
377,031 175,727 201,304 88,199 938,523 185,597 15.0 7.0 8.0 3.5 7.4 
379,140 178,330 200,810 84,253 38,506 180,650 15.0 7.0 7.9 3.3 eat 
287,710 139,680 148,030 98,620 47,937 190,680 11.2 5.5 5.8 3.9 7.5 


Source: Statistics Canada, Vital Statistics (84-001), and Postcensal Annual Estimates of Population (91-201); Employment and Immigration Canada. 


Reference Table 3 

Gross Domestic Product, Expenditure Based 
1947 — 1986 

(millions of dollars) 


eee 


Personal Government 


expenditure current Gross fixed capital formation Gross 
on expenditure Exports) Imports(?) Stat- domestic 

consumer on Non- of goods of goods istical product 
goods and goods and Govern- resi- Inventory and and discre- at market 

Year services services Total ment dential | Housing change services services pancy prices 
Ae 9,427 1,343 2,477 304 1,591 582 343 3,586 3,204 — 32 13,940 
1948............ 10,423 1,454 3,189 424 1,974 791 Sif 3,969 3,236 73 15,969 
it 11,463 Us 3,598 456 2,188 954 78 3,893 3,387 —20 17,347 
PDO... 12,576 1,928 4,047 521 2,388 1,138 549 4,028 3,937 —66 ished 
BEI. cnss- 13,973 2,811 4,644 640 2,950 1,054 871 4,908 5,045 118 22,280 
|| C02 eee 15,282 3,620 5,324 779 3,371 1,174 499 5,373 4,862 —66 25,170 
ik 16,296 3,824 5,983 782 3,699 1,502 600 5,174 5,311 —171 26,395 
BIA yo occ. 3... 17,078 3,825 5,975 873 3,429 1,673 — 202 4,944 5,023 —66 26,531 
HDDs, ..0..: 18,543 4,036 6,762 948 3,689 7, VAS) 285 5,536 5,804 — 108 29,250 
IDOL so. sees: 20,273 4,426 8,394 1,144 5,031 2,219 985 6,141 7,007 —310 32,902 
i ieee 21,699 4,573 9,058 1,327 5,693 2,038 170 6,158 6,996 — 195 34,467 
MIO. .s.00+-- 23,064 4,854 8,880 1,397 5,049 2,434 — 296 6,072 6,558 — 327 35,689 
‘i 24,643 4,976 9,007 1,508 5,006 2,493 414 6,403 7,168 — 398 37,877 
HOO ne. -sn--: 25,780 5,281 8,844 1,560 6,119 2,165 409 6,728 UWi22e — 372 39,448 
OOH Pec. f.-25- 26,240 6,166 8,759 1,674 4,929 2,156 Vala 7,296 7,450 — 236 40,886 
BEI etn. -2.c: 27,985 6,567 9,257 1,903 5,128 2,226 671 7,939 USHETE — 34 44,408 
MOGs ..-...... 29,846 6,923 9,950 1,985 5,612 2,353 723 8,748 8,398 —114 47,678 
TOG src. .ns ss. 32,042 7,526 11,668 2,023 6,800 2,845 592 10,067 9,565 — 139 §2,191 
hii. 34,714 8,269 13,665 2,440 8,105 3,120 1295 ONOe 10/882 — 307 57,523 
IOO!.........:. 37,952 9,643 15,922 2,841 9,915 3,166 eZ Omen 2,004 ee ZOO4 — 387 64,388 
0A 41,068 11,092 16,248 2,954 9,865 3,429 205 a 1 4e 611 13,461 — 249 69,064 
MQOG.....:..2-: 44,842 12,685 16,492 2,983 9,518 3,991 737 = 16,166 +=15,186 —318 75,418 
MPOO:........... 49,093 14,186 18,144 3,055 10,332 4,757 1,477 17,844 17,705 — 13 83,026 
MO! ..-...... 51,853 16,448 19,011 3,173 11,342 4,496 239 20,078 17,830 — 683 89,116 
LT 56,271 18,228 21,570 3,745 12,236 5,589 Sil clnliGnmmlOoon —792 97,290 
A 63,021 20, 136 23,878 3,952 13,263 6,663 182) (23131 22,119 — 146 108,629 
iv 72,069 22,851 28,858 4,270 16,182 8,406 1,864 29,767 28,024 —13 127,372 
MA. c...:.- 84,231 27,480 35,780 5,410 20,067 10,303 3,591 37,805 37,366 590 ey 
MO sc ocec ss. 97,566 33,266 41,845 6,243 24,565 11,037 1,368 38,954 41,362 —97 171,540 
CT 111,500 38,274 46,707 6,245 26,322 14,140 2,330 .44,252 45,279 140 197,924 
= 123,555 43,411 50,226 6,741 28,606 14,879 1,864 51,1838 51,252 —1,108 217,879 
TS ............ 137,427 47,386 54,579 7,083 31,622 15,874 ROSS Oubloz 60052 59 241,604 
TO. .:........ 153,390 52,286 63,435 7,339 39,124 16,972 4,993 75,073 73,279 198 276,096 
MOO ee... 172,416 59,250 72,288 8,223 46,663 17,402 336 87,579 81,933 —45 309,891 
WB A............ 196,191 68,792 86,119 9,447 56,103 20,569 1,186 96,880 93,001 —173 355,994 
2 210,509 78,655 81,327 10,519 53,22 1 eon —9,753 96,651 82,598 —349 374,442 
iM 231,452 84,571 Sile2k 10,395 49,520 21,312 —2,898 103,444 89,832 -—2,247 405,717 
I@B4............ 252,030 89,989 84,700 RS 25 51,075 22,300 4,322 126,334 110,163 -—1,608 445,604 
hi 275,844 96,374 94,493 12,749 96,005 25,739 2,493 135,358 122,995 —2,121 479,446 
HBO:........... 298,747 101,198 101,960 12,708 67,327 $31,925 3,699 138,265 132,130 — 1,841 509,898 


() Excludes investment income received from non-residents. 
2) Excludes investment income paid to non-residents. 
Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 


Gross 
domestic 
product 
at market 
prices 


Imports 
of goods 
and 
services 


Exports 
of goods 
and 
services 


Housing 


Non 
resi- 
dential 


ment 


Gross fixed capital formation 
Govern- 


Total 


Government 
current 
expenditure 
on 
goods and 
services 


Personal 
expenditure 
on 
consumer 
goods and 
services 


Change in Gross Domestic Product, Expenditure Based 


Table 3.1 
1948 — 1986 
(per cent) 
Year 


OONNOD DMDONWD NOrroo LFTONDYD NTrONNKE OTOYTr BDNNON LYTOOT 


FOOOM TOONYT NOYTND RHMOrTK DOKRDrK NRGDAHWO COYTNYH DONO 
= 


IDS See 
Whe opecacaaeanes 
ISS Saat 
1986 


Reference Table 4 


Gross Domestic Product at 1981 Prices, Expenditure Based 


1947 — 1986 
(millions of dollars) 
Personal Government 
expenditure current Gross fixed capital formation Gross 
on expenditure Exports) Imports(2) Stat- domestic 
consumer on Non- of goods of goods istical product 
goods and goods and Govern- resi- Inventory and and discre- at 1981 
Year services services Total ment dential Housing change services services pancy prices 
MOAT obec. 42,881 12,747 Wa ie, 1,520 7,101 3,680 1,905 16720) 6 138/008 — 167 74,143 
ye 41,789 12,095 13,514 1,892 7,986 4,273 422 16,860 11,691 404 75,268 
‘a 44,375 13,376 14,591 1,961 8,510 4,946 490 15,969 11,888 —94 78,647 
HOO) ........00- 47,264 14,410 15,707 2,160 8,980 5,621 2,367 15,822. eae O42 — 291 84,784 
oh 47,698 18,845 15,708 2,210 9773 4,507 3,067 17,340 14,925 Sie 88,562 
| OS ae 51,001 23,211 17,469 2,633 10,845 4,937 Hie 7/ 191574 Ab o87 — 256 95,951 
BIOS n cect... 54,494 23,918 19'597 2,809 11,788 6,263 2,284 18,903 16,997 —694 100,722 
BOD4............ 56,458 22,986 19,633 3,132 11,059 7,039 — 647 18,230 16,019 —251 99,620 
ee 61,252 23,490 21,625 3,168 25 Ss 1,354 19,601 18,238 —419 109,104 
tk 65,934 24,042 Pasytevilts: 3,450 15,225 9,023 3,268 21,172 21,296 —1,187 118,514 
BOE S....:.. 68,318 23,654 27,134 4,235 HG 196 8,056 648 21,349 20,661 —738 121,471 
MODORA..:..... 70,791 24,368 26,779 4,701 15,308 9,652 —759 21, 1629S} O55ee—1,225 124,108 
BEIOO) 0. 74,731 24,161 26,959 5,059 14,705 9,900 1,080 21,950) wre 130,13) — 1464 128,998 
AIGO).......... 77,411 24,745 26,122 5,182 14,782 8,430 1,646 22,93/ ~ 20}963 —1,350 Is237.52 
BOE. is... 78,337 Cui 26,032 5,760 14,421 8,323 lout 24,497 21,016 — 852 136,914 
MOG2!.2........ 82,412 29,095 27,165 6,486 14,553 8,565 2,144 20,0285 6 211,008 — 165 146,614 
MON ct... 86,069 29,844 28,382 6,534 15,413 8,837 Zoe 27,991 22,076 —425 154,224 
HOD )........... 90,953 31,477 32,129 6,461 18,009 10,244 2,597 31,526 24,977 — 504 164,504 
Is 96,463 39,025 39,165 7,314 20,342 10,638 4,274 32,967 28,136 — 1,003 175,359 
HO6G:........... 101,550 35,818 39,606 8,047 23,647 10,129 3,825 37,581 31,998 —1,190 187,263 
0 ae 105,619 38,599 39,478 8,285 22,886 10,340 al Ress! 41,478 ~ 33,671 —755 192,752 
eOGie....... 110,363 41,567 39,673 835i 22,165 11,780 IANS 46,714 36,981 —928 203,072 
HO69)........... 116,034 42,891 41,817 8,176 22,869 13,368 3,692 50,464 41,811 — 88 213,946 
i — 118,355 46,910 41,958 8,134 24,060 WEES) 1,435 54,846 41,094 —1,745 219,498 
MN d aca: 125,383 48,965 45,254 OMizal 24,930 14,217 1,522 57,/02 44,036 —1,913 232,137 
BT 2F cscs 134,802 50,289 47,209 9,118 25,516 1YSZ5 2,194 62-220 oO MAg —354 245,441 
BOWS ....c..0.55 144,893 53,209 51,894 8,904 28,836 16,652 4,315 68,788 57,470 —44 264,369 
HOVA............ 153,280 56,199 55,341 ST 31,164 17,216 7,647 67,423 63,839 1,029 276,006 
T*_— 160,513 59,836 58,555 9,627 34,338 17,064 2,504 62;8bilee 61 447 — 158 283, 187 
NOVG6............ 170,994 61,010 61,260 9,184 34,619 20, 134 4,227 SS ALORA’) 207 300,638 
i 176,400 63,812 62,535 9,325 S535 20,371 3, 162 15,688. 8.09;29,  — 1,027 311,504 
BO ......-. 182,407 64,878 64,476 9,157 37,248 20,589 ney 7 86,014 73,304 28 325,751 
HOU 9)........... 187,673 65,246 69,979 8,743 42,816 20,386 6,902 90,339 81,660 202 338,362 
HO8O:........... i AAT 67,097 77,041 9,026 49,530 19,292 328 92,800 85,691 —19 343,384 
MOB Toc... 196,191 68,792 86,119 9,447 56, 103 20,569 1,186 96,880 93,001 —173 355,994 
| 190,993 70,426 76,655 9,824 49,623 17,208 —9,144 94,772 78,898 —261 344,543 
BOBG............ 197,546 71,446 76,106 9,475 46,500 20,131 —2,527 100,840 86,009 —1,957 355,445 
HOS4. ........... 205,986 72,491 77,328 9,995 47,120 20,213 3,710 119,846 100,249 —1,357 Slhnoo 
BIGD)...:....... 216,733 74,459 83,601 10,948 49,971 22,682 Zon 127,025 108,586 —1,726 393,817 
HO86.......:.... 225, 159 75, 169 87,864 10,739 51,062 26,063 3,591 133,009 116,405 —1,456 406,931 


C8388 00 


() Excludes investment income received from non-residents. 
(2) Excludes investment income paid to non-residents. 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Reference Table 5 
Structural Changes in Demand 
(Percentage Distribution of Gross Domestic Product by Component) 


1947 — 1986 
circa nn a rg eS ae 
Personal Government 
expenditure current Gross fixed capital formation Gross 
on expenditure Exports Imports Stat- domestic 

consumer on Non- of goods of goods istical product 

goods and goods and Govern- resi- Inventory and and discre- at market 
Year services services Total ment dential Housing change services services pancy prices 
ay......::.. 67.6 9.6 17.8 2.2 11.4 4.2 2.5 25.7 23.0 30.2 1000 
1048........... 65.3 9.4 20.0 27 12.4 5.0 0.6 24.9 20.3 0.5 100.0 
BOAO) oc... 66.1 9:9) 20m 2.6 12.6 hi) 0.4 22.4 19.5 —0.1 100.0 
0 65.8 Og Zale 72.1 f 12.5 6.0 2.9 Zileel 20.6 —0.3 100.0 
BOOM sc.:.-.-:-: 62.7 12.6 20.8 259 1kGhe 4.7 3.9 2210 22.6 0.5 100.0 
‘Ey 60.7 14.4 Zee 3.1 13.4 4.7 2.0 2163 19:3 —0.3 100.0 
250) Sree 61.7 14.5 Poth 3.0 14.0 oer 2.3 19.6 PAO} | —0.6 100.0 
iy 64.4 14.4 Zoe $5) 12.9 6.3 —0.8 18.6 18.9 —0.2 100.0 
BODO Feee....-+s 63.4 13.8 2scil 3:2 12.6 7.3 1.0 18.9 19.8 —0.4 100.0 
IDO: c....0.0. 61.6 13.5 29.5 3.5 15:3 7 3.0 18.7 21.3 —0.9 100.0 
i 63.0 13.3 26.3 3.9 16.5 ay) 0.5 17.9 20.3 —0.6 100.0 
BIDS 2.2....:... 64.6 13.6 24.9 3.9 14.1 6.8 —0.8 17.0 18.4 —0.9 100.0 
BID OR.n... 0. 65.1 13.1 23.8 4.0 113.2 6.6 isd 16.9 18.9 —1.1 100.0 
sIOOe-......,. 65.4 13.4 22.4 4.0 13.0 5.0 1.0 Won 18.3 —0.9 100.0 
HOG 1)...:........ 64.2 1551 21.4 4.4 12.1 5.3 0.3 17.8 18.2 —0.6 100.0 
BOO 28 oc... 63.0 14.8 20.8 4.3 TASS) 5.0 tes 17.9 18.0 —0.1 100.0 
HOGS...<........ 62.6 14.5 20.9 4.2 11.8 4.9 ES 18.3 17.6 —0.2 100.0 
HOG4......:..... 61.4 14.4 22.4 3.9 13.0 5.5 lel 1933 18.3 —0.3 100.0 
BOO ».....+-. 60.3 14.4 23.8 4.2 14.1 5.4 2.3 18.6 18.8 —0.5 100.0 
HOGG............ 58.9 15.0 24.7 4.4 15.4 4.9 2.0 Shs 1955 —0.6 100.0 
Ce 59.5 16.1 BS 4.3 14.3 5.0 0.3 20.5 19:5 —0.4 100.0 
NIGEL .e.cs0s. 59.5 16.8 21.9 4.0 12.6 5.3 1.0 21.4 20.1 —0.4 100.0 
1969..........:. s}).1 W/o Pe) Sal 12.4 nh 1.8 Z1n6 21.3 —0.0 100.0 
MOTO s.......... 58.2 18.5 Zico 3.6 12.7 5.0 0.3 Zeao 20.0 —0.8 100.0 
EUs. ccc... oy7/f{3' 18.7 22.2 3.8 12.6 lopI/ 0.4 21.8 20. 1 —0.8 100.0 
=== 58.0 18.5 22.0 3.6 12.2 6.1 0.7 21.9 ANN AG) —0.1 100.0 
BO Sec... 56.6 7S) 22.1 3.4 WEY 6.6 iS 23.4 ZOO, —0.0 100.0 
Vi 55.4 18.1 23.5 3.6 13.2 6.8 2.4 24.9 24.6 0.4 100.0 
|) ere 56.9 19.4 24.4 3.6 14.3 6.4 0.8 APT 24.1 —0.1 100.0 
Ore osc. 56.3 19.3 23.6 Sh 13.3 el eee 22.4 22.9 0.1 100.0 
i 56.7 19.9 Zon 3.1 13.1 6.8 0.9 23:5 23.5 —0.5 100.0 
i 56.9 19.6 22.6 2.9 13.1 6.6 0.4 25.3 24.9 0.0 100.0 
MOTO. cc... csse 55.6 18.9 23.0 2.7 14.2 6.1 1.8 lee 26.5 Ost 100.0 
HOSO.:.;........ Saye 19.1 23.3 Za 1f ee Sn) 0.1 28.3 26.4 —0.0 100.0 
BOs c:...05: (1) | 19.3 24.2 Zf 15.8 5.8 0.3 27.2 26.1 —0.0 100.0 
Sa 56.2 PAO, PT 2.8 14.2 4.7 —2.6 25.8 22 —0.1 100.0 
HGOS............ eo 20.8 20.0 2.6 eZ 5.3 —0.7 PAS) 5) Zoom —0.6 100.0 
MOG4............ 56.6 20.2 19.0 DAS) Wiles) 5:0 1.0 28.4 24.7 —0.4 100.0 
OO ccs... for) 20.1 USE all Wiled 5.4 0.5 28.2 Zon —0.4 100.0 
M60.........-.. 58.6 19.8 20.0 Zao lee 6.3 0.7 Pf 25.9 —0.4 100.0 


ee ee eee 
Source: Statistics Canada, National Income and Expenditure Accounts (13-001 i. 


Reference Table 6 

Structural Changes in Demand, in Real Terms 

(Percentage Distribution of Gross Domestic Product in 1981 Prices by Component) 
1947 — 1986 


Personal Government 

expenditure current Gross fixed capital formation Gross 

on expenditure §—©§ —A AAA Exports Imports Stat- domestic 

consumer on Non- of goods of goods istical product 

goods and goods and Govern- resi- Inventory and and discre- in 1981 

Year services services Total ment dential Housing change services services pancy prices 
WOAT cuccraee. 57.8 lee 16.1 2a 9.6 5.0 2.6 22.6 16 —0.2 100.0 
NODA Coe ae: Hose 16.1 18.0 ZnS 10.6 oe 0.6 22.4 1ks ye) 0.5 100.0 
Se ee 56.4 Li7eO 18.6 25 10.8 6.3 0.6 20.3 WSs, —0.1 100.0 
1OS0 meee Sten i/ 17.0 18.5 2.9 10.6 6.6 2.8 itsiz 15a —0.3 100.0 
LO Salieeee ss 539 21.3 Wt 25 11.0 Sai Bho 19.6 1689 0.6 100.0 
O52 53.2 24.2 18.2 eT lies 5s 1.6 20.0 16.2 —0.3 100.0 
NSC eeea rs 54.1 23.7 19.5 2.8 Aner, 6.2 203 18.8 16.9 —0.7 100.0 
Ue hoy: beans 56.7 Zou oar 3.1 labs Vist —0.6 18.3 16.1 —0.3 100.0 
(O55. 56.1 leo 19.8 2.9 10.7 8.0 az 18.0 16.7 —0.4 100.0 
1O5Gee- 2 55.6 20.3 PINS) ae) 12.8 7.6 2.8 1729 18.0 —1.0 100.0 
ISTE Saeaee 56.2 OES 22.3 EhiS 14.2 6.6 0.5 17.6 0 —0.6 100.0 
1958s 57.0 19.6 21.6 3.8 12.3 7.8 —0.6 UL 15.4 — 1.0 100.0 
1050 eee ied 18.7 20.9 3.9 11.4 Tlf 0.8 17.0 16.3 —1.1 100.0 
UCT O beseech Is¥8).6) 18.6 19.7 3.9 alate 6.4 Wace 17.3 15S — 1.0 100.0 
OGRE eer Shee 20.4 19.0 4.2 10.5 6.1 ales} 17.9 15:3 —0.6 100.0 
OG Zaameerers 56.2 19.8 18.5 44 9.9 5.8 ES Us 14.7 —0.1 100.0 
1963... 55.8 19.4 18.4 4.2 10.0 Sof 1.4 18.1 14.3 —0.3 100.0 
(\OGAee 55.9 WEL IES 3.9 10.9 6.2 1.6 12 15.2 —0.3 100.0 
URS 6 core 55.0 18.8 20.4 4.2 11.6 6.1 2.4 18.8 16.0 —0.6 100.0 
VIS). cascerscone 54.2 Why ibe 4.3 12.6 5.4 2.0 20.1 Ws —0.6 100.0 
WRIT eecaronk 54.8 20.0 20.5 4.3 11.9 5.4 0.6 Pas) Was) —0.4 100.0 
WOR cesconece 54.3 20.5 19.5 4.4 10.9 5.8 ileal 23.0 18.2 —0.5 100.0 
Wr ccersesicos 54.2 20.0 19.5 3.8 10.7 6.2 eee 23.6 IONS —0.0 100.0 
OO Res 53.9 21.4 We 3.7 WURe aS) 0.7 25.0 18.7 —0.8 100.0 
WET comers 54.0 24 19:5 OS, 10.7 6.1 0.7 24.9 19.0 —0.8 100.0 
US (Eo eee pectic 54.9 20.5 19.2 Sol, 10.4 6.3 Hei 25.4 20.4 —0.1 100.0 
NOES sonnets 54.8 20.1 19.6 3.4 10.9 6.3 1.6 26.0 @iloll —0.0 100.0 
OTA we ee. SIS 20.4 20.1 3.4 Wale: 6.2 2.8 24.4 REN 0.4 100.0 
WOME ossceccen, 56.7 Zales 20.7 3.4 We 6.0 0.9 Zeek 21.8 —0.1 100.0 
VEN esse 56.9 20.3 20.4 3.1 WES Omi 1.4 23.1 22.3 0.1 100.0 
WOT sr sscerces 56.6 20.5 20.1 3.0 US 6.5 1.0 24.3 21.9 —0.5 100.0 
UAB he crceseete 56.0 LS) 19.8 2.8 11.4 6.3 0.6 26.4 DEAS 0.0 100.0 
SAS heen ee te DOO 19.3 20.7 2.6 WAT 6.0 2.0 26.7 24.1 0.1 100.0 
OS OMeeee S58 19.5 22.4 2.6 14.4 5.6 0.4 27.0 25.0 —0.0 100.0 
HOGS ieee eee 8} 5) || 19.3 24.2 all oss OsG 0.3 Clee 26. 1 —0.0 100.0 
OS 2a 55.4 20.4 Pere 2.9 14.4 5.0 —2.7 PASS 22.9 —0.1 100.0 
OSG ae tes 5516 20.1 21.4 Zell 13.1 su lf —0.7 28.4 24.2 —0.6 100.0 
IOS Aen, yas) 19:2 20.5 2.6 ZS) 5.4 1.0 Sila 26.5 —0.4 100.0 
OS See 55.0 18.9 2 lke 2.8 WU 5.8 0.6 32.3 27.6 —0.4 100.0 
19863 She) 18.5 21.6 2.6 12:5 6.4 0.9 o2e/ 28.6 —0.4 100.0 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Reference Table 7 


Gross Domestic Product at Market Prices, Canada and Provinces 


1961 — 1985 


(millions of dollars) 


Year Nfld 

le Ss 
BOG?) cs... 545 
BIO ssc... 601 
HOO4........... 668 
Se 729 
TOG66. 2.0.2... 829 
MOOV Sn o.2.:. 877 
BOGOG............ 990 
SOOO). .......... 1,081 
- SAO) ere 1,204 
(he 1,307 
Te 1,369 
Tite 1,610 
MOA cscs. 1,943 
IT 2,229 
a 2,647 
POY oes. 2,997 
* Skat are 3,223 
| Sie 3,907 
MOBO... 4,094 
MON cay. 4,642 
{6 ae 5,035 
| 86S) an 5,467 
BOGA........... 5,964 
ae 6,236 


(1) Data for 1982 to 1985 do not include the latest revisions to the Canadian income and expenditure accounts. Data for Canada is the sum of provincial data 
and do not include federal government activities abroad. 


100,474 
108,625 


Source: Statistics Canada, Provincial Economic Accounts (13-213). 


131,831 
137,102 
151,469 
170,771 
184,354 
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Sask. Alta. B.C. 
1,604 Sye22 4,039 
2,061 3,469 4,362 
2,423 Silo 4,695 
2,340 4,018 5,210 
721358} 4,432 5,844 
2,964 5,016 6,539 
PRPS 5,380 Vaaliks' 
2,897 5,934 7,789 
Sige 6,556 8,863 
3,042 7,097 9,317 
3,450 orks ts 10,349 
6) os 8,867 11,880 
4,514 11,241 14,708 
6,070 15,746 17,437 
6,906 18,598 19,486 
7,860 21,320 22,989 
8,130 24,423 25,649 
9,260 28,969 28, 734 
10,468 35,479 33,362 
12,404 43,145 38,242 
14,342 49,937 44,702 
14,809 52,924 45,874 
15,245 55523 48,186 
16,509 58,320 Lo yi a ZT 
17,297 61,968 54,103 


Canada'?? 


40,586 
44,297 
47,488 
51,976 
97,129 


63,908 
68,711 
75,008 
82,925 
88,354 


96,423 
108,401 
127,267 
152,592 
171,304 


IRV Acme) 
216,613 
241,499 
276,132 
309,680 


355,647 
373, 163 
402,209 
442,004 
474,366 


Yukon 
N.W.T. 


Canada 


Ont. Man. Sask. Alta. B.C. 


Que. 


N.B. 


lhe 


Nfld. PB N.S. 


1962-81985 


Change in Gross Domestic Product at Market Prices, Canada and Provinces 
(per cent) 


Table 7.1 
Year 


Table 7.2 


, Canada and Provinces 


Disparity of Gross Domestic Product at Market Prices 


#961 — 1985 


(percentage of Canada) 


Yukon 
PER N.S. N.B. Que. Ont. Man. Sask. Alta. B.C. N.W.T Canada 


Nfld. 


Year 
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Reference Table 8 
Gross Domestic Product Per Capita, Canada and Provinces 


1961 — 1985 
(dollars) 
Yukon 

Year Nfld. PEL N.S. N.B. Que. Ont. Man. Sask. Alta. B.C. N.W.T. Canada 
1OGiee eee 1 120 1,109 1,456 1,340 2007 2,674 2,005 1,734 2,419 2,479 2,394 2,225 
196235252 1,165 Om mules eal WASHAY/ 2.155 2,843 2,187 2,216 2,534 2,628 2,350 2,384 
96S oe 2 1,260 1,204 1,579 1,461 2,244 2,977 2,248 2,597 2,663 2,/63 2,439 2,508 
1964R we. 1,383 Us elyee 1,693 1,640 2,444 3,203 2,425 2,484 2,810 2,986 PASTA 2,694 
1965.) e404 77h alesiaks! 1,782 2,633 3,441 2583 2,664 32057 ree 3,463 2,908 
1966............ 1,680 1,641 2,000 1,981 2,879 Seroil PTT ia SAlO2 3,428 3,490 3,596 3,193 
1OGWEe ss. 1,758 tlestomh 21s} 2,077 3,073 3,988 3,004 2,843 3,611 6} (stov7/ 3,886 3,372 
1S68he an 1,957 1,782 2,368 2,238 3,238 4,323 3,296 3,018 3,894 3,889 4,378 3,623 
1G69Re 2,103 Us. — 2 ely 2,449 S22 4,701 3,536 3,259 4,205 4,302 4,830 3,949 
OO ME oe. PSV) BSL lexehe! 2,657 3,739 4,917 Sy 5s SI233 4,450 4,378 5,260 4,149 
CVeileeeneeee, Cplash 2Sioey sila! 2,873 4,027 5,267 3,984 SMe 4,783 ANTES ITE 5,301 4,471 
NOOR ee sc Z5OSSm aa 4OMo ae 3,249 4,496 5,854 4,379 3,897 5,350 5,300 6,092 4,972 
WOW Site eee 2997 88;228 (39884 3,746 5,088 6,668 5,185 4,991 6,653 6,388 7,496 5,774 
NOVA 3,588 3,681 4,308 4,339 5,935 7,648 6,077 6,747 9,142 7,340 9,601 6,823 
US WAS ee eee ANOS OP ESOS ane 4,678 6,626 8,341 6,822 7,611 10,458 8,008 9,520 T5470 
HO 7iGwes we. 4,746 4,831 5,456 5,392 7,650 9,461 7,698 8,531 11,600 9,320 9,457 8,608 
HOV Gieee Stes ro tG lo) SOM O)-CommoMoiole) 5,792 8,308 HORS 8,083 8,696 12,769 10,262 11,749 9,308 
NSTBaR 2. 5/40) 516666) .6),050 6,479 9,223 10,949 8,924 9,815 14,608 ikcO2=e1erO26 10,269 
I KSIAS Jos ee eee GOSS GO A 4OmmEcou (ATOM 10,244 We AICTE 10,042 11,004 17,283 12,884 15,505 11,628 
19SORe ee... 7,238 6,889 7,445 eV 11,309 13,418 10,921 12,929 20, 156 14,344 18,403 12,881 
19 Siee ese... Salis BOvZOT | Or OOS 8,548 12,661 15,285 12,820 14,812 22,320 16,290 17,634 14,611 
ISS 2e ees 8,857 8598 9,948 9,328 13,259 alts), 7630) 13,548 155125 22,827 16,4386 20,324 15,150 
IS8oaere 9,491 SAO Se tiaarie 10,599 14,052 Aas 14,274 1Oee4o 23,662 IWROSA Se o2toor 16,163 
19S 4a . 10,295 10,302 12,299 Wale Cae Soo 19,097 15,689 16,396 24,815 17,890 25,617 17,593 
IQS Seve 1OMSOMA1OMSSeMSI220 12,261 16,502 20,339 16,806 16,994 26,280 tek Aste, 27ZAe 18,705 


Note: Gross domestic product per capita is obtained by dividing provincial gross domestic product at market prices by population at June (st. 
Source: Statistics Canada, Postcensal Annual Estimates of Population for Canada, the Provinces and the territories at June 1st (91-201); Provincial Economic 
Accounts (13-213). 
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Table 8.1 


pita, Canada and Provinces 


Change in Gross Domestic Product Per Ca 


1962 — 1985 
(per cent) 


Yukon 
Eee N.S. N.B. Que. Ont. Man. Sask. Alta. BiG; N.W.T Canada 


Nfld. 


Year 


py ig MS yh oe ao ne 


pee eae 
OOOO 


Se CPN 
WOO 
ee 


BCR ee 
onvt+ 


ON DO 
NOT LO 


he SSP be 
NK oo 


Leas Ou 
OWON 


erpassp)ite) 
NO- oO 
— 


ee 
TOON 


ee Wate 
OOO 
Sn a 


27 
TAION 


eA SUSE 
TOHRHSO 


GaN 
OO N oO 
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Table 8.2 

Disparity of Gross Domestic Product Per Capita by Province 
1961 -— 1985 

(percentage of Canada) 


Yukon 
Year Nfld P:E.| N.S N.B Que. Ont Man. Sask Alta. B.C. N.W.T. Canada 
1OGdtes. ete: HOLS 49.8 65.4 60.2 90.6 120.1 90.1 77.9 108.7 aad 107.6 100.0 
196255. ee 48.9 48.2 63.8 57.8 90.4 Wakes) 91.7 93.0 106.3 110.2 98.6 100.0 
9GSece oe 50.3 48.0 63.0 58.3 89.4 Wikse 74 89.6 103.5 106.2 Hel Oee 97.2 100.0 
WOOS ee ect Sy lee} 48.7 62.8 60.9 90.7 118.9 90.0 92.2 104.3 110.8 95.4 100.0 
190 Sense oo 51.4 50.8 62.4 61.3 90.5 118.3 88.8 91.6 105.1 a) dbee. 119.1 100.0 
1966 secs et 52.6 51.4 62.6 62.0 90.2 117.8 86.8 97.2 107.4 109.3 112.6 100.0 
WISTS ome Sy | 49.0 64.2 61.6 91.1 i aktsks} 89.1 84.3 OMe 108.5 oleae: 100.0 
196S3.es 2 eee 54.0 49.2 65r3 61.8 89.4 119.3 91.0 83.3 107.5 10723 120.8 100.0 
1969 Sei 5Si3 50.0 67.3 62.0 89.2 119.1 89.6 82.5 106.5 109.0 2223 100.0 
NOOO Meccarere 56.1 52.8 68.4 64.0 90.1 1 1h 90.5 TATEAS) 107.3 105.5 126.8 100.0 
NOG eee es 56.0 Sy els 67.6 64.3 90.1 117.8 89.1 siShe. 107.0 106.0 118.6 100.0 
OW 2 emer ee Silo Sila 69.2 65.4 90.4 Wileeede 88.1 78.4 107.6 106.6 IZA) 100.0 
OVS ieee ae 51.9 55.9 Gis 64.9 88.1 Hales) 89.8 86.4 Wt See 110.6 129.8 100.0 
SW Bare 52.6 S16h 02) 6GH 63.6 87.0 ak 89.1 98.9 134.0 107.6 140.7 100.0 
US Asterina ee 53.8 52.2 63.0 62.0 87.8 110.5 90.4 100.8 138.6 106.1 126.1 100.0 
OG kee eo Sho), || 56.1 63.4 62.6 88.9 109.9 89.4 99.1 134.8 108.3 109.9 100.0 
Open Sle) 54.2 63.4 62.2 89.3 108.9 86.8 93.4 IRS ORS 126.2 100.0 
O28 Sareea 55.9 54.9 64.8 63.1 89.8 106.6 86.9 95.6 142.3 110.1 126.8 100.0 
NOT Oe a nee 59.6 55.4 62.2 66.9 88. 1 105.6 86.4 94.6 148.6 110.8 Hoos 100.0 
(S80 ee 56.2 (5161/5) 57.8 56.0 87.8 104.2 84.8 100.4 156.5 111.4 142.9 100.0 
eho tee assnccoacrats 56.0 56.4 59.3 58.5 86.7 104.6 Siar 101.4 152.8 Valles) 120.7 100.0 
NOS 2a teks, neestee 58.5 56.8 65.7 61.6 87.5 103.8 89.4 99.8 1ho(Ok 7 108.5 134.2 100.0 
(98S eee 58.7 58.2 69.1 65.6 86.9 106.2 88.3 94.9 146.4 105.7 138.1 100.0 
NO BAe eee 58.5 58.6 69.9 66.6 Stas: 108.5 89.2 93.2 141.1 OH Oe 145.6 100.0 
OSS en eae 57.4 S15),8} 70): 7 65.5 88.2 108.7 89.8 90.9 140.5 100.3 14525 100.0 
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Reference Table 9 


Gross Domestic Product, Income Based 


1947 — 1986 


(millions of dollars) 


a 


Wages, 
salaries 
and 

supple- 

mentary 

labour 
Year income”) 
BOAT. oes... 6,754 
HO4S. 2... 7,849 
MOAY......... 8,477 
M950)... 9,152 
Occ... 10,770 
iia 12073 
MIDS. v....:. 13,062 
W954. ........ 13,451 
PD Dex 2. 14,369 
1956......... 16,171 
MIO Tb cs.!... 17,519 
HODS......... 17,982 
i 19,149 
WOGO......... 20, 141 
HOO 1...:..... 21,192 
HOO2..<:....: 22,792 
HODS:........ 24,326 
1904......... 26,585 
TO65......... 29,633 
HIGG......... 33,579 
io 37,150 
1O68......... 40,385 
HO69.......... 45,161 
Wo O......... 48,952 
HOT 1... roSo HW Aol} 
| 60,341 
ia 69,521 
WOW... 82,867 
HOW..-..::.. 96,623 
ie 111,884 
i= 124,021 
WOW \........ 134,933 
ivi 15, L36 
1980......... 171,424 
WO] ......... 197,910 
HEB... 211,604 
He3......... 221,800 
W964). ....... 238,797 
i 257,493 
HaGO......... 273,978 


Corpo- 
ration 
profits 
before 
taxes 


1,891 
2,069 
2,037 


Interest 
and 
miscel- 
laneous 
invest- 
ment 
income 


Accrued Net 
net income 
income of non- 
of farm 
farm unincor- 
opera- porated 
tors busi- 
from ness 
farm includ- 
produc- ing 
tion rent 
1,100 1,596 
1,360 eval 
eo 1,887 
oo 2,008 
1,868 2,129 
1,878 2,321 
1,462 PASS 
918 PX SySV/ 
1,120 2,909 
1,283 3,006 
908 3,156 
1,116 3,343 
1,008 3,440 
1,026 3,458 
840 S565 
1,379 3,633 
1,556 3,886 
1,328 4,060 
1,449 4,240 
1,999 4,447 
1272 4,676 
1,367 Sy Si 
1,503 5°50) 
1,341 5,680 
1,493 6,084 
1,482 6,474 
2,975 7,062 
Cnee 7,397 
3,887 8,193 
Sh Sifts 9,105 
2,646 9,942 
3,281 11,139 
3,676 algsxsts 
3,690 12,908 
Sis 14,100 
3,455 16,860 
2,568 21,061 
3,350 24,599 
3,931 28,493 
Sy, WT SZ ool 


Net 
domestic 
income 
at 
factor 
cost 


10,994 
W275 1 
13,792 
15,104 
17,743 


19,958 
20,582 
20,476 
22,454 
25,023 


26,113 
Ciena 
28,599 
29,719 
30,963 


33,707 
36,277 
39,547 
43,351 
48,713 


52,204 
57,168 
63,316 
67,389 
73,681 


83,121 
98,419 
118,387 
135,595 
155,619 


169,784 
190,225 
218,917 
247,047 
278,687 


290,828 
316,275 
350,299 
375,687 
396,500 


Indirect 
taxes 
less 
subsidies 


1,678 
1,832 


20,992 


23,188 
24,819 
26,635 
PY ME 
36,457 


38,908 
40,135 
43,023 
47,456 
53,923 


Capital 
consump- 
tion 
allow- 
ances 


1,236 
1,459 
1,657 
1,889 
2,108 


2,347 
2,648 
2,947 
3,366 
3,838 


4,184 
4.155 
4,478 


23,798 
26,619 
30,743 
35,527 
40,677 


44,356 
47,060 
50,674 
54,182 
57,634 


Stat- 
istical 
discre- 
pancy 


Gross 
domestic 
product 
at market 
prices 


108,629 
127,372 
1525019 
171,540 
197,924 


217,879 
241,604 
276,096 
309,891 
355,994 


374,442 
405,717 
445,604 
479,446 
509,898 


Ne  eeeeeeeeeee———————eE———E—E————————————————E———eEe eee 


) Includes military pay and allowances. 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 


ub 


Gross 
domestic 
product 
at market 
prices 


Capital 
consump- 
tion 
allow- 
ances 


Indirect 
taxes 
less 
subsidies 


Net 
domestic 


Net 
income 
of non- 

farm 
unincor- 
porated 

busi- 


Accrued 
net 


and 


Wages, 
salaries 
income 


Change in Gross Domestic Product, Income Based 


Table 9. 1 
1948 — 1986 
(per cent) 
Year 
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Woke hance ee gio 
19842 eee 
NSS see e.g 
US EXC) cocoate coon 


Reference Table 10 

Reconciliation of Gross Domestic Product at Market Prices, 

Gross National Product at Market Prices and Net National Income at Factor Cost 

1947 — 1986 

(millions of current dollars) 
a 


Add: Deduct: 
Gross invest- invest- Gross Deduct: 
domestic ment ment national indirect Deduct: Deduct: Net 
product income income product taxes capital statis- national 
at received paid to at less consump- tical income 

market from non- non-res- market sub- tion all- discre- at factor 
Year prices residents idents prices sidies owances pancy cost 
Te ee SS eee ee 
A 13,940 1 397 ikshshaite} 1,678 1,236 82 10,672 
| Ol 15,969 86 394 15,661 1,832 1,459 —73 12,443 
Oe ins. 17,347 111 466 16,992 1,878 Unsleyt/ 20 13,437 
| O50 aa 19,125 130 555 18,700 2,065 1,889 67 14,679 
| Se 22,280 144 535 21,889 2,548 2,108 —119 17,352 
| O62) See 25,170 183 507 24,846 2,799 2,347 66 19,634 
ba 26,395 194 495 26,094 2,994 2,648 1A! 20,281 
| by 26,531 181 520 26, 192 3,042 2,947 66 PAM ANSI / 
BOO cs ties ouce ss 29,250 201 586 28,865 3,321 3,366 109 22,069 
BD Oren... 32,902 196 657 32,441 3,731 3,838 310 24,562 
| 3 ee 34,467 208 ai 33,904 3,975 4,184 195 250,000) 
| el 35,689 238 763 35, 164 4,036 4,155 327 26,646 
| eee 37,877 251 860 37,268 4,401 4,478 399 27,990 
BIGO) ows... 39,448 254 870 38,832 4,587 4,769 313 29,103 
13 40,886 300 1,022 40,164 4,767 4,919 237 30,241 
Ce 44,408 Pi 1,068 43,637 5,369 5,297 35 32,936 
BIC S.osscc.-. ; 47,678 314 1,162 46,830 5,628 5,658 ike 35,429 
HOGS oc... 52,191 443 1,351 51,283 6,357 6,148 139 38,639 
BO On.. = 6.--2.:. 57,023 493 1,485 56,531 7,181 6,684 307 42,359 
USC 64,388 514 1,634 63,268 7,918 7,369 388 47,593 
C7) 69,064 493 1,733 67,824 8,729 7,881 250 50,964 
BOO... ........- 75,418 620 1,841 74,197 9,520 8,412 318 55,947 
BOO. cs.c....:. 83,026 892 2,099 81,819 10,544 9,153 13 62,109 
re 89,116 1,046 2,397 87,765 11,095 9,948 684 66,038 
AN csc2- <n: 97,290 992 2,498 95,784 12,053 10,764 792 PAN IRS 
| Ua 108,629 1,024 2,485 107,168 13,627 11,734 147 81,660 
| (Sa 127,372 Zoo 2,965 125,642 eRe 13,628 14 96,689 
(4) 152514 1,444 3,682 149,873 17,867 16,447 -— 590 116,149 
PE isos. 171,540 iss 4,271 169,002 17,087 18,760 98 133,057 
(a 197,924 1,679 S72 WS) 194,388 20,992 21,454 — 141 152,083 
a 217,879 1,806 6377 213,308 23, 188 23,798 1,109 165,213 
| is 241,604 PU eieye: 8,303 235,654 24,819 26,619 —59 184,275 
i 276,096 2,648 9,803 268,941 26,635 30,743 — 199 2lilnoe 
Oe 309,891 3,639 11,466 302,064 PA (PAU 35,027, 45 239,220 
i 355,994 3,993 15,330 344,657 36,457 40,677 7S 267,350 
2 374,442 5,479 18,149 SOMnne. 38,908 44,356 350 278, 158 
MeO Oem -.)..:... AQ5 ii. 5,594 17,197 394,114 40,135 47,060 2,247 304,672 
| ef 445,604 6,363 19,875 432,092 43,023 50,674 1,608 336, 787 
MIG5..............- 479,446 7,649 21,983 465,112 47,456 54,182 2,121 S01. G08 
tO 509,898 7,194 24,080 493,012 53,923 57,634 1,841 379,614 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Change in Components of Reconciliation of Gross Domestic Product at Market Prices, 


Gross National Product at Market Prices and Net National Income at Factor Cost 


Table 10.1 
1948 — 1986 
(per cent) 
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sidies 


Go «= 
rep) o oo” 
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Reference Table 11 
Structural Changes in Income 
(Distribution of Gross Domestic Product, by Income Components) 


1947 — 1986 
(per cent) 
7c ea 
net income 
income of non- 
of farm 
Wages, Interest farm unincor- 
salaries and opera- porated Inven- Net 
and miscel- tors busi- tory domestic Capital Gross 
supple- laneous from ness valua- income Indirect consump- Stat- domestic 
mentary invest- farm includ- tion at taxes tion istical product 
labour ment produc- ing adjust- factor less allow- discre- at market 
Year income”) income tion rents ment cost subsidies ances pancy prices 
WOOT oc... 48.5 13.6 1.6 7.9 11.4 —4.1 78.9 12.0 8.9 0.2 100.0 
NO48............ 49.2 13.0 Us 8.5 10.7 —3.2 79.8 11.5 Oat —0.5 100.0 
W949 .......... 48.9 alien, led a0 10.9 —0.6 79.5 10.8 9.6 0.1 100.0 
H900.......... 47.9 13:7 al 6.8 10.5 —2.0 79.0 10.8 9.9 0.4 100.0 
3 eee 48.3 14.2 2.0 8.4 9.6 —2.9 79.6 Halse! SS —0.5 100.0 
MDZ oo s....-. 48.0 12.2 2.0 ino 9.2 0.5 19.3 ha She} 0.3 100.0 
WOO... .-.... 49.5 11.3 Za S15) 95 0.0 78.0 11.3 10.0 0.6 100.0 
MOD 4 ......... DOE 10.4 2.3 3.5 9.9 0.3 77.2 Was Tiley 0.2 100.0 
ii 49.1 WBS 2.6 3.8 9.9 —0.6 76.8 11.4 Utlets: 0.4 100.0 
ODO... 49.1 12.0 251 3.9 9.1 —0.7 76.4 1s We 0.9 100.0 
MIO ..:...... 50.8 10.4 2.9 2.6 9:2 —0.2 75.8 les Wea 0.6 100.0 
IOS). 2. 50.4 10.4 3.0 3.1 9.4 —0.1 om 11s 11.6 0.9 100.0 
iii 50.6 10.6 2.9 Zo 9.1 —0.3 hoe igde6 11.8 13 100.0 
BIOOR a... S171 10.0 3.0 2.6 8.8 —0.1 LOS 1k6 WZ 0.9 100.0 
i 51.8 10.1 3.1 2.1 8.7 —0.1 TRSY,TE si 12.0 0.6 100.0 
iS 51.3 10.3 3.2 3.1 8.2 —0.2 75.9 ia 11.9 0.1 100.0 
i Sis@ 10.7 3.3 3.3 8.2 —0.3 76.1 11.8 11.9 0.2 100.0 
1904........... 50.9 11:3 3.4 BAS) 7.8 —0.2 75.8 WA 11.8 0.3 100.0 
BIOO!...:...... O15 ee 3.2 2.5 7.4 —0.5 75.4 225 11.6 0.5 100.0 
HOOO!......... 6272 10.8 3:1 3.1 6.9 —0.5 Viey. J 12:3 11.4 0.6 100.0 
MOO 2.0... 53.8 10.4 3.3 1.8 6.8 —0.5 75.6 12.6 11.4 0.4 100.0 
W968 :......... 53.5 10.7 3:5 1.8 6.8 —0.5 US) 12.6 Ae2 0.4 100.0 
MIOO9.......... 54.4 10.2 3.8 1.8 6.6 —0.6 76.3 WAU 11.0 0.0 100.0 
1o7O.......... 54.9 8.9 441 as 6.4 —0.2 75.6 1235 We 0.8 100.0 
DA... 55.3 a2 4.2 les) 6.3 —0.7 fom 12.4 it teal 0.8 100.0 
i i= DOr) 10.2 4.3 1.4 6.0 —0.9 76.5 iets: 10.8 0.1 100.0 
MS '.......... 54.6 1253 4.4 2.3 S/S —1.9 Lifes} 12.0 10.7 0.0 100.0 
TOMAS... 54.5 13.5 5.4 25 4.9 —2.8 Wiss: Who 10.8 —0.4 100.0 
i /— 56.3 ibaa 5.6 2.3 4.8 — 1.6 79.0 10.0 11Q29 0.1 100.0 
MOMO re -.c.:.. 56.5 10.6 6.3 il7 4.6 —1.1 78.6 10.6 10.8 —0.1 100.0 
ae 56.9 10.1 6.8 eZ 4.6 —1.7 77.9 10.6 10.9 0.5 100.0 
i 55.8 Hite 7.8 1.4 4.6 —2.1 TAS) 1h 10.3 11.0 —0.0 100.0 
i 90:0 13.0 8.4 1.3 4.3 —2.8 79.3 9.6 lala —0.1 100.0 
Ie0.......... pos 12.8 8.6 Hee 4.2 —2.4 190 8.8 es 0.0 100.0 
Mei ee... 55.6 10.6 Sat el 4.0 —2.0 78:3 10.2 11.4 0.0 100.0 
fee... 56.5 WP? 9.4 0:9 4.5 —0.9 ileal 10.4 11.8 Os 100.0 
18S... 54.7 On 9.0 0.6 Oe —0.7 78.0 9.9 (ae) 0.6 100.0 
1984... 53.6 10.3 on 0.8 OO —0.7 78.6 Shh 11.4 0.4 100.0 
1OBO........... eyehi/ 9.9 8.4 0.8 5.9 —0.5 78.4 9.9 VA3 0.4 100.0 
H9BG)......... 53.7 8.9 8.0 1.0 6.3 —0.2 77.8 10.6 11.3 0.4 100.0 


‘Include military pay and allowances. 
source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Reference Table 12 
Structural Changes in Net Domestic Income 
(Distribution of Net Domestic Income, by Components) 


1947 — 1986 
(per cent) 
Accrued Net 
net income 
income of non- 
of farm 
Wages, Interest farm unincor- 
salaries and opera- porated Inven- Net 
and Corpo- miscel- tors busi- tory domestic 
supple- ration laneous from ness valua- income 
mentary profits invest- farm includ- tion at 
labour before ment produc- ing adjust- factor 
Year income?) taxes income tion rent ment cost 
WORT Cee AREAS sn. ie ee a re 61.4 Wh 2.0 10.0 14.5 —5.2 100.0 
1 GAG Scie Men es Bet ae ee eee 61.6 16.2 2.1 10.7 13.4 —4.0 100.0 
GAS eee ee eee hts Sire tenon Se ee 61.5 14.8 eal 8.8 13.7 —0.8 100.0 
1.95 One ee Pear Fee ne enna 60.6 ies Pit 8.6 13.3 —2.5 100.0 
TO Su lsetels co geithg. on a ca eor eee ck a 60.7 17.9 25 OES 12.0 —3.6 100.0 
NO Sree ea en eR rere eee oe eee 60.5 15.4 Zo 9.4 11.6 0.6 100.0 
NOD SIS see ee re, Meee eee eee 63.5 14.5 al, (ea 222 0.0 100.0 
1S OA pete felis en Ae en ee (sh). 7/ 13.5 3.0 4.5 12.9 0.4 100.0 
| ODS RAIS, cece eae Mtes as doors es eee 64.0 150 3.4 5.0 13.0 —0.8 100.0 
Hho /o\ Gee reenact Py, cere eee 64.6 oy, 3.5 Oat 12.0 — 1.0 100.0 
Gil 13.8 3.8 3.5 2a —0.2 100.0 
66.2 13:6 4.0 4.1 12.3 —0.2 100.0 
67.0 14.1 3.8 3.5 12.0 —0.4 100.0 
67.8 13.3 4.0 3.5 leks —0.1 100.0 
68.4 13.3 4.1 Pall eS —0.1 100.0 
67.6 13.6 4.2 4.1 10.8 —0.3 100.0 
67.1 14.1 4.3 4.3 WOs7 —0.4 100.0 
OURe 14.9 4.5 3.4 TORS —0.3 100.0 
68.4 14.9 4.3 3.3 9.8 —0.7 100.0 
68.9 14.3 4.4 4.4 9.4 —0.6 100.0 
(Oh 13.7 4.4 2.4 9.0 —0.7 100.0 
70.6 14.1 4.6 2.4 9.0 —0.7 100.0 
Thales 13.4 5.0 2.4 8.7 —0.9 100.0 
72.6 11.8 5.4 2.0 8.4 —0.2 100.0 
73.0 WAZ Sys) 2.0 8.3 —0.9 100.0 
72.6 13.4 5.6 1.8 7.8 — 1.1 100.0 
70.6 15.9 Stl 3.0 UP —2.5 100.0 
70.0 Wes 6.9 eZ 6.2 —3.6 100.0 
71.3 14.8 eal 2.9 6.0 —2.0 100.0 
71.9 13.4 8.0 2.2 5.9 —1.4 100.0 
73.0 13.0 ‘tll 1.6 5.9 —2.2 100.0 
70.9 14.1 10.0 lee One, —2.6 100.0 
69.3 16.4 10.7 Uae 5.4 —3.5 100.0 
69.4 16.1 10.8 1.5 52 —3.0 100.0 
TARO, 13:5 1) etl 1.3 Sm —2.6 100.0 
72.8 9.2 Wx 2 5.8 —1.1 100.0 
70.4 Wale7 iS) 0.8 a7, —0.8 100.0 
68.2 13H 11.6 1.0 7.0 —0.8 100.0 
68.5 2st 10.7 1.0 7.6 —0.6 100.0 
69.1 11.4 10.3 le! 8.2 —0.3 100.0 


a a a a a ee 
() Includes military pay and allowances. 
Source: Statistics Canada, National Income and Expenditure Accounts (13-001 yy 
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Reference Table 13 

Sources and Disposition of Personal Income 
1947 — 1986 

(millions of dollars) 


Sources of Personal Income Disposition of Personal Income 
Transfers 
Net non- Interest Govern- Transfers to governments Transfers 
farm dividends ment from aT to 
unincorpo- andother transfer corpora- Other Con- _corpora- 

Net rated invest- payments _ tions transfers sumer tions Personal 
Labour farm business ment to andnon- Personal Income from  expendi- and non- Personal disposable 

Year income) income — income income _ persons'*) residents income taxes persons ture residents savings income 
ee 6,754 1,066 1,596 UZ 834 44 11,016 695 267 9,427 58 569 10,054 
BIG OMe cnx 5 sctee cs: 7,849 1,460 1,713 Te 857 50 2,701 Halt; 316 10,423 Sil 1,194 11,668 
1) rie SA, S24 1,887 828 944 53 13,510 677 336 11,463 53 981 12,497 
| )5)0) res 9152) 1,165 2,008 983 1,025 SYS) 14,388 612 305 2 S76 65 770 = 13,414 
2) ree 1057470) 1,873 2,129 1,085 1,026 64 16,944 890 466 13,973 82 1,533 15,588 
52) rte 12,073.- 1,833 2,321 1,118 1,347 78 IRS HerAe) 4 TAR A993) S282 95 lis letOO 
| CS) eee 13,062 1,495 PE {syiliey Uh Wald 1,452 83 19,718 ZO 545 16,296 114 1,476 17,886 
A ose sessed: 13,451 936 2,637 1,133 1,628 83 19,868 1296 553) SZ,078) | 160 811 18,019 
eee 14,369 1,070 2,909 WS 1,723 G2eere 1,436 1,297 637 “18;543 146 815 19,504 
oe LOMA 1 Zoo) 3,006 1,427 1,760 O45ueece 26 1,496 728 20,273 166 1,060 21,499 
Se 17,519 917 3,156 1,605 2,072 108 925;377 1,693 763 21,699 175 1,047 22,921 
° 1516) arin Ti IS2e ee 3,343 1,694 2,619 120 26,880 1,554 784 23,064 190 1,288 24,542 
i) ae 19,149 1,020 3,440 1,886 2,732 134 ~ 28,361 1,744 924 24643 206 844 25,693 
00 ee 20,141 1,023 3,458 2,029 3,099 133 29,883 POTOIE 1,049) 325,780" 22a 854 26,855 
BRON uss: 80s 21,192 813 3,565 2,113 2,132 12S et SO 56 Smme ea 2 Om OGGsm2O C40 mca 891 27,372 
32. 22,/92 1,375 3,633 2,401 2,934 ihe Rests} hie) 1G risks. 2417 1,620 29,852 
” DES ase 24,326 1,421 3,886 2,625 3,007 1698 905,490 248/168 eo S465 Zor ees = eM iTAs) 
1 Gy re 26,585 1,212 4,060 2,900 3,220 IODC) LOZ ee, 907 sel 2 OO Oe, 042m ho 1,619 33,936 
” 3S) ae 29,633 1,489 4,240 3,092 3,452 22” 42,118 ~3:3855 1,446 34,714 322 2,281 37,317 
OOS ce: Bess. 3: 33,579 1,843 4,447 3,426 3,781 221 41-291, 3,908" 2282 WS1,952) S52 2,808 41,112 
BIO (oo... ....ses-n-- SiRISO™ 1.367. 4,676 3,760 4,683 241 51,877 4,904 2,541 41,068 413 2,951 44,432 
POG. coe cesene 40,385 1,627 5,137 4,124 5,465 250 56,988 5,922 2,922 44842 494 2,808 48,144 
eee ciensecnen 45,161 1,493 Sy atOh 4,662 6,123 2467 8638186) 77,464" 8417 —“49'093" 651 AOC IO AoUS 
Oe 48,952 1,243 5,680 5,08 1 6,991 ZO OO 222 EO Ol S000) (ONL eos.) ala 3,049 55,616 
a 53,758 1,433 6,084 5,369 8,294 SOOM OKe een OM 4 Sumo ISimn O02 7a o4 4,142 61,147 
\° (2 ae 60,341 1,599 6,474 6,761 9,981 S47 eo OUSe ioco 4,202.) Oo02i)) 840 5,995 695856 
ts 69,521 3,098 7,062 8,466 11,272 419 99,838 13,285 4,806 72,069 1,049 8,629 81,747 
ee 82,867 3,368 7,397 10,7387 13,929 470 118,768 16,155 .6,209 84,231 1,423 10,750 96,404 
MO e600 ca. vsenens 96,623 4,016 Sas melleo Omi, coo 531 138,578 18,019 7,238 97,566 1,609 14,146 113,321 
Mec... 111,884 3,155 SeOS S87 078 19; 556 620 158,127 21,047 8,841 111,500 1,839 14,900 128,239 
a 124,021 2,607 9,942 15,249 22,356 663 174,838 23,656 9,808 123,555 1,962 15,857 141,374 
TRO n cece cs cancun 134,933 3,241 ith, sk) aft ey ales 770 195,163 24,670 11,027 137,427 2,212 19,827 159,466 
LO) oo ccc ss enenesee TOM COmO Doe men CODmmE C4 1lOmmEZO, 007, 911 219,467 27,729 11,886 153,390 3,202 23,260 179,852 
ener 171,424 3,110 12,908 29,547 30,864 1,037 248,890 32,140 13,097 172,416 4,077 27,160 203,653 
oe 197,910 4,229 14,100 40,472 35,307 1,197 293,215 39,190 16,343 196,191 5,747 35,744 237,682 
82 adh 211,604 3,302 16,860 47,384 44,453 1,234 324,837 43,932 18,044 210,509 5,575 46,777 262,861 
rn 221,800 2,599 21,061 45,127 51,253 1,212 343,052 46,384 20,655 231,452 4,258 40,303 276,013 
RE co, 238,797 3,132 24599 50,716 54,339 1,211 372,794 49,517 22,442 252,030 4,291 44,514 300,835 
38). 257,493 4,046 28,493 54,387 59,000 1,288 404,707 54,144 24,654 275,844 4,818 45,247 325,909 
BIO... 2.82... 273,978 5,442 32,351 57,059 62,265 1,416 432,511 62,136 26,920 298,747 5,168 39,540 343,455 


a 


™ Includes military pay and allowances. 
(2) Includes capital assistance. 
Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Change in Sources and Disposition of Personal Income 


Table 13.1 
1948 — 1986 
(per cent) 


Disposition of Personal Income 


Sources of Personal Income 


Transfers 
Transfers 


to governments 


Transfers 
from 


Personal 
income 


residents savings 


ture 


Con- 
sumer 
expendi- and non- Personal disposable 


Other 
transfers 
from 
persons 


taxes 


Personal Income 
income 


corpora- 
tions 

and non- 

residents 


\ pegs Soa) 
cx95 ¢ 
Ooo 9 
S@ecELo 
oFE&Os oO 
(} = a 
Hie 
pe lee 
®S5S=zHECE 
ool LX9O 
= Os & O 
fee ess SIS 
Bom) 
i 
¢ 6 Bo 
OELUOE 
See ONO seri 
—~G2MDGO 
oF Oorse 
Zz [Wel 
= 
E 
= 
cee 
Z®8O 
£ 


Labour 
income 


Year 
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(S83 ea ee 
(ISS 4eke en eee 
NOS Sse. eee 
NOSGre see. 


As shares of personal income 


Transfers 
to governments 


Transfers 
from 
corpora- 


Govern- 
ment 


Transfers 
to 
corpora- 


Other 


tions 
and non- 


transfer 


S 
rate 


Personal 
Personal disposable Savin 
income 


savings 


tions 


and non- 
residents 


transfers Consumer 
Income from expendi- 
taxes persons ture 


residents 


payments 
to 
persons 
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Interest 
dividends 
invest- 
ment 
income 


farm 
unincorpo- and other 


Net non- 
rated 
business 
income 


Net 
farm 
income 


Labour 
income 


1947 — 1986 


Structural Change in the Sources and Disposition of Personal Income 
(per cent) 


Reference Table 14 


Year 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 


Personal savings divided by personal disposable income. 


Reference Table 15 

Personal Income, Canada and Provinces 
1961 —- 1985 

(millions of dollars) 


Yukon 
Year Nfld. Fees N.S. N.B. Que. Ont. Man. Sask. Alta. B.C. N.W.T. Canada 
196A ee 459 105 948 673 7,985 SS 1,454 eta 2,229 3,140 65 30,563 
[9625 oe 485 1 aks 995 706 8,593 13,300 1,639 1,545 2,436 SESS 67 33,288 
1963 522. 119 1,047 755 Oy 14,227 1,667 1,697 2,567 3,570 70 35,434 
1964: ee 563 133 etd 820 9,980 15,408 1,809 1,569 2,702 3,908 78 38, 162 
1965 618 145 1,194 896 10,976 W021 1,932 1,809 2,994 4,363 82 42,118 
OGG eeeeees 702 164 Gas 1,010 255 19,248 PM OTE 2,031 3,408 4,904 91 47,297 
196i 2.2 eats WAL 14ou 1,082 13,614 21,159 Pa eyes: 1,929 3,718 5,443 105 51,874 
1968S5. ee 857 186 1,582 1,191 14,620 23,504 2,564 2,187 4,144 5,943 116 56,988 
1969 940 206 1,758 1,308 16,048 26,339 2,729 2213 4,612 6,743 140 63, 186 
1WSVO20 Coo ee 1,040 233 1,884 1,427 Wiseon 28,766 2,900 2,162 4,971 7,338 170 68,222 
NO Vile sers oo Up hor 240 2,085 iecexsi7/ 18,987 31,561 3,176 2,537 5,501 8,188 181 75,277 
LOG R oe 1,326 285 2,424 1,820 21,709 35,565 SOS 2,747 6,289 9,502 214 85,503 
OVS. aceacok 1,560 S}oVs, 2,832 2,116 24,971 40,910 4,210 3,602 7,501 11,432 256 99,838 
NO Ae se ae 1,920 430 ORO Pi teNeys) 29,757 48,011 4,921 4,473 9,127 13,783 306 118,768 
WOM rece ee 2,297 479 3,889 3,010 34,789 Boy Sw 5,719 5524 11,064 16,135 367 138,578 
NOG eee 2,605 5s 4,374 3,463 40,407 62,556 6,295 6,005 12,787 18,488 420 158,127 
RSW, eer 2,945 622 4,875 3,790 45,066 68,598 6,903 6,110 14,573 20,691 503 174,838 
LASTS ie eae 3,201 25 5,479 4,189 49,831 T5832 nos 6,943 17,262 23,266 563 195,163 
NGO cte ee 3,618 800 6,073 4,630 55,825 84,607 8,411 Ue 34) 20545626 422 635 219,467 
1OGO See 3,938 881 6,640 5,139 63,468 94,407 9,209 8,581 24686 31,057 713 248,890 
LG Gilles er yee 4,514 1,035 7,627 5,928 73,000 110,028 11,251 11,069 30,758 36,959 867 293,215 
GB Awee ee ee 5,043 lios 8,702 6,700 80,049 122,421 12,5384 12,090 34,709 40,192 987 324,760 
1OSei eee eo 498 1,229 9,429 7,256 SStOMl/AmnlOlo © OMEN OV2)/ OMNIA 4 4am DLO OME OO 1,046 342,803 
NOS Ae we 5,788 1,347 10,339 7,961 91,108 145,916 14687 13,020 36,585 43,788 1,174 371,949 
WIBS essa Gmc 1,399 11,282 8,575 98;475)) 157,806) 15;890" 145475 39 707 846,778 1,223 401,983 


Note: The Canada figure includes personal income of Canadians temporarily abroad (including pay and allowances of Canadian Armed Forces abroad). Data 
for 1982 to 1985 do not include the latest revisions to the Canadian income and expenditure accounts. 
Source: Statistics Canada, Provincial Economic Accounts (13-213). 
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Nfld. Pues h N.S. N.B. Que. Ont. Man. Sask. Alta. EG. en Canada 


Change in Personal Income, Canada and Provinces 


Table 15.1 
1962 — 1985 
(per cent) 


Year 


on 


Yukon 
Nfld. PE N.S. N.B. Que. Ort. Man. Sask. Alta. B.C. N.W.T. Canada 


Distribution of Personal Income by Province 


1961 — 1985 
(percentage of Canada) 


Table 15.2 


Year 


4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
3 
3 
3 
3 
3 
iS 
S 
3 
3 
3 
3 
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Reference Table 16 
Personal Income Per Capita, Canada and Provinces 


1961 — 1985 
(dollars) 
lini ———————————— 
Yukon 

Year Nfld. PBL N.S. N.B. Que. Ont. Man. Sask. Alta. B.C. N.W.T. Canada 
ES SS 
Cie 1,002 1,000 1,286 1,125 1,509 1,984 overs e210 HOTA: 1,928 leo 1,676 
Be. tseses 1,036 1,056 loos 1,167 1,600 2,094 ion 1,661 I AIES: 2,008 eras) 1,791 
1 1,097 1,102 1,394 1,240 1,663 2,195 lisifey/ 1,819 1,830 2104 1,707 Gere 
TOA ic ..v2.000s-- 1,166 1,220 1,477 1,342 invhsvre 2,324 1,886 1,666 1,891 2,240 1,857 1,978 
| (oe 1,266 ei) 1,579 1,457 1,931 2,508 2,002 1,904 2,065 2,428 2,000 2,144 
NG ae 1,424 1,505 IR TASIT, 1,637 2,120 PHOS Py heyy a NPAT 2,329 2,617 2,116 2,363 
° STA ee 1st 1,569 1,909 1,745 2,322 2,969 2,412 2,016 2,495 2,/98 2,386 2,546 
lee) 1,694 1,691 2,063 1,906 2,466 Sizer 2,641 2,278 2,719 2,967 2,578 DLS 
3.) 1,829 1,856 2,268 2,083 2,681 3,567 2,788 PL SHAS? 2,958 ST) 2,979 3,009 
(0) ne 2,012 2,118 2,409 2,276 2,869 3,810 2,950 2,298 ey hi 3,448 3,400 3206 
“ae 2,216 2,162 2,643 2,499 3,150 4,097 3,215 2,740 3,379 She 3,415 3,490 
(2 ae 2,502 Zeoee 3,049 2,844 3,586 4,554 Cilal 3,005 Mr Ache} 4,240 3,754 3,922 
Th 2,905 Saale 3,522 3,270 4,108 SiS 4,227 3,980 4,438 4,966 4,267 4,529 
“LY ae 3,549 3,739 4,155 3,907 4,860 5,961 4,887 4,970 5,300 5,801 5,100 5,311 
TBD. ......-.....+- 4,184 4,094 4,743 4,526 5,630 6,751 5,640 6,087 6,223 6,632 5,825 6,106 
MIMO co 2. 2cc0<+2 4,668 4,856 5,276 5,115 6,481 50 6,159 6,520 6,957 7,494 6,563 6,877 
HALE i cikcssscsue 5,259 eo 5,852 5,541 oe 8,212 6,722 6,535 7,618 8,276 Th techs" one 
RIO o cot coceese 5,696 5,992 6,538 6,089 7,907 8,985 7,464 7,363 8,705 plex) 8,530 8,299 
BEIM foo scccessse2 6,415 Groom Vecns 6,691 8,807 9,953 8,182 8,132 10,007 10,205 9,621 9,242 
30) 6,958 7,163 7,858 7,394 9,939 11,016 8,984 8,948 Wilpers) 11,649 10,642 10,352 
re 7,947 8,415 8,994 8,517 11,339 WATS 10,966 A435 e750 13,469 12,565 12,046 
SORE sees! 8,879 9,211 10,214 9,585 12 Shays} 14,046 WWE 12,349 14,967 14,401 13,901 13,184 
Ue 9,545 9,911 10,939 10,249 12,844 14,947 12,668 12,318 15,069 149 4e lA oe 13775 
(1 9,997 10,690 11,870 11,134 13,920 16,318 13,869 12,929 15,568 15,o2 leno; S06 14,804 
ot 10,552 11,016 12,820 11,910 14,959 17,410 14,850 14,219 16,839 162A LOo2r 15,851 


Note: Personal income per capita is obtained by dividing Personal Income by Population at June (st. 
Source: Statistics Canada, Postcensal Annual Estimates of Population by Marital Status, Age, Sex and Components of Growth for Canada, the Provinces and 
the Territories at June 1st (91-201); Provincial Economic Accounts (13-213). 
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Canada 


Que. Ont. Man. Sask. Alta. B.C. 


N.B. 


PBI N.S. 


Nfld. 


Change in Personal Income Per Capita, Canada and Provinces 


Table 16.1 
1962 — 1985 
(per cent) 
Year 
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Table 16.2 


Personal Income Per Capita by Province Relative to the Canadian Average 


1961 — 1985 


(percentage of Canada) 
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Reference Table 17 


Value of Retail Trade, Canada and by Region 


1972 — 1986" 
(millions of dollars) 


Motor All other 

vehicle types of Atlantic Prairie British Yukon 
Year dealers business Canada region Quebec Ontario region Columbia N.W.T. 
ISi2 oe 6,240 27,846 34,086 2,786 8,612 13,058 5,568 3,987 75 
ISAS eta 7,422 30,891 38,313 3,095 9,697 14,505 6,281 4,646 89 
USES, aston eter: 8,303 36,435 44,739 3,638 11,385 16,570 7,603 5,432 114 
IGiiSaeee 10,184 41,178 51,361 4,167 13,020 19} ou 8,955 5,938 131 
ARS AD cc cheroneerec 11,058 46,070 57,128 4,625 14,448 21,057 10,183 6,675 141 
VOM eeee ore 11,750 49,873 61,623 4,921 15,563 APTA, 10,967 7,284 168 
VISAS) esneeeen tie 13,480 95,209 68,779 5,615 17,196 25, 186 12,355 8,227 199 
IRSWAS). <2 teeeeea: 15,421 61,604 77,025 6295 19,624 27,515 14,191 9,195 205 
ISSO cos 15,698 68,329 84,026 6,628 20,895 29,666 16,027 10,572 238 
OSA 16,547 77,746 94,293 7,245 22,671 33,732 18,361 12,000 283 
\OS2Ieeea 4 14,413 83,225 97,638 7,720 23,497 35,543 18,813 11,766 299 
USISCE. cootonnccee We SS 89,045 106,243 8,695 25,784 39,446 19,761 12,257 300 
OS Aree 20,847 95,233 116,080 9,567 29,006 43,466 20,702 13,005 335 
NOG See eee. 26,027 103,420 129,446 10,553 31,782 49,004 23,428 14,304 376 
ISSO Mee 28,688 111,321 140,009 Wye 34,593 53,412 24,782 15,567 393 


Total all stores 


(1) Retail trade data prior to 1975 were based on samples of retail firms benchmarked to census information; there were overlaps of data benchmarked to 
different census years. Prior to 1976 retail trade data were obtained from a sample of firms derived from non-census information. 

Note: Figures may not cross-add due to rounding. 

Source; Statistics Canada, Retail! Trade (63-005). 
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Reference Table 18 

Private and Public Investment in Canada 
1956 — 1987 

(millions of dollars) 


Primary and construction industries Manufacturing 
SS 
Capital expenditures Capital expenditures 


Machinery Repair Machinery Repair 

Construc- and Sub- expendi- Construc- and Sub- expendi- 
Year tion equipment total ture Total tion equipment total ture Total 
Se EETETEEEESSISISSISESSISIESTIII Terres === 
t00:........ 583 772 1,355 460 1,816 488 906 1,394 578 1 
(|e 585 707 1,292 444 1,736 520 959 1,479 613 3090 
ApDe......... 426 622 1,047 449 1,496 398 697 1,095 Oz 1,667 
OO) :...:... 453 679 1,131 498 1,629 374 770 1,144 662 1,806 
#960......... 511 680 V9 506 1,697 335 843 mAs) 671 1,849 
AOi......... 654 647 1,301 Si 1,813 279 806 1,085 682 1,767 
WoGe:....:... 647 745 1,392 536 1,928 353 916 1,269 750 2,019 
WOS...:..... 659 885 1,544 586 2,130 355 1,003 1,358 801 2,159 
1964......... 769 1,059 1,828 660 2,488 443 1,388 1,831 896 PEM 
HOD):...:... 844 1,161 2,005 724 2,729 604 1,736 2,340 974 3,314 
H966......... 1,066 1,348 2,414 796 3,210 788 2,126 2,914 1,096 4,010 
WOOT .....:... 1,069 1,427 2,496 854 3,350 677 1,857 2,534 1,156 3,690 
1eO6:.....:.. 1,086 1,341 2,427 914 3,341 657 1,542 2,199 1,232 3,431 
M69:........ 1,203 1,323 2,526 985 Spon 772 1,828 2,600 1,306 3,906 
HOMO..:..6... 1,284 1,268 Zoo2 eal 3,664 997 2,226 3,223 Weaalie 4,640 
i 1,605 1,508 Slits UW 4,325 873 22s 2,994 1,483 4,477 
iV 1,528 1,785 3,313 1,304 4,617 829 PANS 2,948 1,657 4,605 
i= 1,756 PANG 3,858 1,582 5,439 986 2,682 3,668 1,919 5,587 
TOV 4:......... 2,184 2,029 4,712 1,899 6,612 1,425 33529) 4,950 2,310 7,260 
TO7O......... 2,619 3,205 5,824 2,198 8,022 1,569 3,953 Oneal 2,445 7,967 
WOMOs:....... 3,094 4,168 7,262 2,540 9,802 1,440 4,026 5,465 2,891 8,357 
i 3,683 4,219 7,902 PP 10,674 1,659 4,422 6,081 3,216 9,297 
HOWS......... 4,058 4,440 8,497 2,972 11,469 1,544 4,635 6,178 3,596 9,774 
1A9......... 5,798 5,509 11,308 3,629 14,936 1,611 5,833 7,444 4,098 11,541 
18O.......-. 8,302 6,061 14,363 4,501 18,864 2,256 7,491 9,747 4,731 14,478 
HOGa......-. 9,426 7,024 16,451 2200 21,706 3,074 9,665 12,739 4,955 17,694 
Heoe......... 9,622 6,522 16,145 5,087 2i,2o 2,909 8,584 11,493 4,854 16,347 
1983..:....... 9,510 5,639 15,149 4,940 20,090 1,896 6,963 8,858 5,011 13,870 
1984......... 9,791 5,762 15)553 3) I7/ 20,690 1,824 7,063 8,887 5,748 14,635 
(IB S.....:... 10,472 4,977 15,449 5,564 21,013 2,566 8,951 11,516 6,082 17,598 
1986......... 7,237 4,478 11,714 5,439 Uses! 2,417 11,492 13,910 6,032 19,942 
(IOS 7......... 6,245 4,353 10,599 SHO Z 16,170 2,411 12,706 15,118 6,365 21,483 


Note: 1985 figures are actual, 1986 figures are preliminary actual, 1987 figures are intentions. 
Source: Statistics Canada, Private and Public Investment in Canada (6 1-205). 
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Table 18 (continued) 

Private and Public Investment in Canada 
1956 — 1987 

(millions of dollars) 


Utilities Trade, finance and commercial services 
Capital expenditures Capital expenditures 
Machinery Repair Machinery Repair 
Construc- and Sub- expendi- Construc- and Sub- expendi- 
Year tion equipment total ture Total tion equipment total ture 
19562) 1,086 638 1,724 640 2,364 327 284 611 138 
15cm 1,475 833 2,308 677 2,985 383 307 690 146 
Shoko ices eb 1,405 748 2,153 650 2,803 396 309 705 146 
1959 eee 1,118 724 1,842 703 2,545 462 SHA 833 168 
1OGORe es 1,074 698 Vy TA Cale’ 2,485 466 409 875 168 
1OGieeees 1,088 610 1,698 123 2,421 451 396 847 162 
19622 982 619 1,601 734 2,339 438 422 860 164 
196Sta 2... lial 660 Wel. 774 2,545 468 450 918 183 
196457722. 1,332 727 2,059 822 2,881 548 494 1,042 195 
1OG5se 1,443 980 2,423 867 3,290 705 564 1,269 220 
9662s 1,666 1,260 2,926 945 3,871 860 667 steer 248 
N9Giiie ee. 1,748 1,39 3,145 1,019 4,164 764 770 1,534 ae 
1OGSeaar 1,774 1,446 3,220 1,070 4,290 710 762 1,472 300 
196 Sire 1,719 1,586 3,305 als Wake 4,418 704 952 1,656 299 
USWA scare 2,044 1,584 3,628 1,218 4,846 760 985 1,745 323 
OVS eee 2,228 1,760 3,988 1,318 5,306 901 1,014 1,915 324 
Die PX BIS) ewe 4,229 1,424 5i6DS 1,212 1,430 2,642 Slo}s) 
WEE norte 2,673 2,484 SOL 16a7 6,774 1,685 5759 3,444 420 
NOV ARs: 3,154 3,087 6,241 2,002 8,243 2,184 2,145 4,329 510 
1 S7onee 4,403 3,630 8,033 2,229 10,262 2,768 2,448 5,216 591 
WAS ree rcce 4,426 3,828 8,254 2,588 10,842 2,724 2,546 5,270 724 
VOT. 5,078 4,115 9,188 2,948 12,136 2,605 2,130 Sis TETAS) 
IiLoueeene 5,626 4,900 10,526 3,393 13,918 2,925 3,402 6,327 912 
USHA) octet 6,184 SoG 11,760 3,830 15,590 3,932 4,516 8,449 1,099 
1SSOR 6,717 6,047 12,763 4,439 17,202 4,430 5,079 9,509 ieee 
lOStieeres, 8,588 7,655 16,244 5,066 21,309 5,236 5,670 10,906 1,395 
19S 2. ee 9,610 8,243 WSS) 5,442 23,295 4,820 5,044 9,864 1,472 
IS8See 7,642 7,814 15,457 5,944 21,400 4,441 5,433 9,873 1,532 
1984s 7,236 7,053 14,288 6,606 20,894 5,066 7,016 12,082 1,888 
USISIS cae 6,770 6,905 13,675 7.013 20,688 6,105 8/30 14,840 2,190 
OSG 6,727 6,930 13,656 7,064 20,720 oot Sey27h 17,114 2,310 
1OSi/peee 7,318 7,568 14,886 7,303 22,190 8,256 9,954 18,210 2,518 
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Table 18 (continued) 

Private and Public Investment in Canada 
1956 — 1987 

(millions of dollars) 


Institutions Housing 


’ Capital 
Capital expenditures expenditure 
SSS Ee eee Paee ee ieee 
Machinery Repair Repair 
Construc- and Sub- expendi- Construc- expendi- 
Year tion equipment total ture Total tion ture Total 
359 43 402 52 454 1,709 256 1,965 
407 47 454 56 510 1,526 383 1,909 
457 57 514 Dil 571 1,906 407 2,313 
479 Oi 536 59 595 1,835 431 2,266 
500 73 AS) TA 644 lRoe2 457 1,979 
536 81 617 78 695 1,497 484 1,981 
729 105 834 76 910 1a 513 2,068 
751 116 873 75 948 1,652 544 2,196 
648 123 771 79 850 1,990 SiETE 2,567 
867 145 1,012 82 1,094 2,218 618 2,836 
1,020 184 1,204 93 1,297 2,180 661 2,841 
1,107 208 1,315 113 1,428 Zoe TAS 3,091 
1,197 225 1,422 118 1,540 2,806 780 3,586 
1,134 209 1,343 133 1,476 3,384 844 4,228 
1,095 216 eould 134 1,445 3,138 871 4,009 
1,199 236 1,435 152 1,587 4,025 951 4,976 

993 225 1,218 168 1,386 4,820 1,051 5,87 1 

914 228 1,142 175 1,316 5,978 1,188 7,165 
1,064 275 1,338 199 537 7,010 1,451 8,461 
1,191 293 1,484 224 1,708 7,114 1,576 8,690 
1,168 317 1,485 256 1,741 10,853 thie 12,669 
1,180 335 1,514 313 1,827 11,065 2,061 13,126 
1,181 362 1,542 344 1,886 11,450 2,329 13,780 
1,328 363 1,690 369 2,059 ARG ANZ, 2,649 14,267 
1,625 506 PX IG} 420 255i 11,014 2,862 13,876 
1,882 606 2,488 544 3,032 13,135 3,229 16,365 
2,202 738 2,939 720 3,659 10,149 3,433 13,582 
2,105 802 2,907 695 3,602 12,994 3,857 16,851 
1,939 955 2,893 (ll 3,604 12,580 4,067 16,647 
2,090 981 3,071 697 3,768 PAN WIAD 2,975 24,145 
2,003 948 3,281 718 3,998 25,593 3,043 28,636 
2,463 956 3,419 749 4,168 26,169 3,112 29,281 
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Table 18 (continued) 


Private and Public Investment in Canada 


156— 1987 


(millions of dollars) 


Government departments 


Capital expenditures 


Construc- 
Year tion 
1956224... 932 
NO Di/eee tee 1,025 
19058m... 1,014 
1959 eee: 1,128 
196One 1 ee 
HOG hey e225 
19O2ee 1,130 
196 1,154 
NO GAm ee 1,303 
1965ee 1,494 
19662000 1,702 
196 /aeeene HL/SL 
196C ae 1,679 
196955... 1,908 
OO R eee 2,001 
i Oifaleeee 2,443 
NOR ere (3. The) 
OWS meee 2,962 
OV Ae. Cio 
VASE shece 4,392 
UAC ore 4,440 
1OVqee = 4,865 
URVAS. conere 5,129 
197 SV CVAT/ 
1OSO mee 5,814 
HOS pee eee Gronie 
198 2s00 oe 7,206 
1983 eee 7,088 
19842 e = Teco 
1985.2 8,917 
IS86ee 8,630 
NOS Vee eye 9,199 


Machinery 

and Sub- 

equipment total 
80 1,012 
85 UW, 1W@ 
104 IU is! 
108 1,236 
103 1,274 
122 1,247 
128 1,258 
128 1,282 
ise 1,460 
174 1,668 
222 1,924 
215 1,946 
230 1,909 
205 PP NIG! 
200 2,201 
PT PTA 
SilZs 3,048 
410 S312 
5531 4,302 
633 5,025 
607 5,047 
648 iS) is) 1G! 
710 5,839 
710 6,087 
853 6,666 
1,124 7,641 
Hels 8,319 
1,192 8,280 
1,759 9,095 
1,866 10,782 
1,809 10,439 
1,768 10,967 


Repair 
expendi- 
ture 


282 
288 
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Capital expenditures 


Machinery 
Construc- and 
tion equipment 
5,484 2 l23 
5,921 2,938 
6,002 2,007 
5,849 2,709 
5,579 2,806 
5,630 2,662 
5,834 2935 
6,156 3,242 
7,033 3,948 
8,175 4,760 
9,282 5,807 
9,474 5,874 
9,909 5,546 
10,824 6,103 
11,319 6,479 
13,274 6,910 
14,470 7,748 
16,953 9,666 
20,771 V2 
24,055 14,162 
28,144 15,492 
30, 130 16,467 
31,912 18,448 
35,847 22,508 
40,157 26,036 
47,860 31,744 
46,518 30,244 
45,676 27,843 
45,770 29,608 
58,090 32,414 
60,524 35,183 
62,061 37,307 


Total 


85,911 


101,790 
99,823 
97,642 

101,703 

116,937 


122,278 
127,011 


Reference Table 19 

Structure of Private and Public Investment by Industry in Canada 
1956 — 1987 

(percentage distribution) 


Primary and construction industries Manufacturing 
aaa ee ee 
Capital expenditures Capital expenditures 
Machinery Repair Machinery Repair 
Construc- and Sub- expendi- Construc- and Sub- expendi- 
Year tion equipment total ture Total tion equipment total ture Total 
1956 32.1 42.5 74.6 25.4 100.0 24.7 45.9 LOST 29.3 100.0 
1957 33.7 40.7 74.4 25.6 100.0 24.9 45.8 70.7 29.3 100.0 
1958 28.4 41.6 70.0 30.0 100.0 23.9 41.8 65.7 34.3 100.0 
1959 27.8 41.7 69.4 30.6 100.0 20.7 42.6 63.3 36.7 100.0 
1960 30.1 40.0 70.2 29.8 100.0 18.1 45.6 63.7 36.3 100.0 
1961 36. 1 35.7 71.8 28.2 100.0 15.8 45.6 61.4 38.6 100.0 
1962 33.6 38.6 22 27.8 100.0 Vise) 45.4 62.9 37.1 100.0 
1963 30.9 41.5 UES PAS 100.0 16.4 46.5 62.9 Silo 100.0 
1964 30.9 42.6 13:5 26.5 100.0 16.2 50.9 67.1 32.9 100.0 
1965 30.9 42.5 USS 26.5 100.0 18.2 52.4 70.6 29.4 100.0 
1966 33.2 42.0 19.2 24.8 100.0 US e 53.0 FE, CaS 100.0 
1967 31.9 42.6 74.5 20:5 100.0 18:3 50.3 68.7 31.3 100.0 
1968 32.5 40.1 72.6 27.4 100.0 Oe 44.9 64.1 35.9 100.0 
1969 34.3 37.7 71.9 28.1 100.0 19.8 46.8 66.6 33.4 100.0 
1970 35.0 34.6 69.7 30.3 100.0 Zileo 48.0 69.5 30.5 100.0 
1971 37.1 34.9 72.0 28.0 100.0 ON 47.4 66.9 33) 1 100.0 
1972 33.4 38.7 alse 28.2 100.0 18.0 46.0 64.0 36.0 100.0 
1973 32.3 38.6 70.9 29.1 100.0 17.6 48.0 65.7 34.3 100.0 
1974 33.0 38.2 71.3 Z20uli 100.0 19.6 48.5 68.2 31.8 100.0 
1975 32.6 40.0 72.6 27.4 100.0 19.7 49.6 69.3 30.7 100.0 
1976... 31.6 42.5 74.4 25.9 100.0 WAZ 48.2 65.4 34.6 100.0 
1977... 34.5 39.5 74.0 26.0 100.0 17.8 47.6 65.4 34.6 100.0 
mMO78... 35.4 38.7 74.1 25.9 100.0 Hore, 47.4 63.2 36.8 100.0 
1979... 38.8 36.9 TOS 24.3 100.0 14.0 50.5 64.5 Shs),5) 100.0 
1980... 44.0 32.1 76.1 23.9 100.0 15.6 Silly, Cine 32.7 100.0 
1981... 43.4 32.4 75.8 24.2 100.0 17.4 54.6 UE 28.0 100.0 
1982... 45.3 30.7 76.0 24.0 100.0 17.8 Ye f5) 70.3 Pag) if 100.0 
1983... 47.3 28.1 75.4 24.6 100.0 17, 50.2 63.9 36. 1 100.0 
1984... 47.3 27.9 f5e2 24.8 100.0 zee 48.3 60.7 39.3 100.0 
1985... 49.8 2337 73:5 26.5 100.0 14.6 50.9 65.4 34.6 100.0 
1986 42.2 26.1 68.3 31.7 100.0 12.1 57.6 69.8 30.2 100.0 
1987 38.6 26.9 65.5 34.5 100.0 lee 59.1 70.4 29.6 100.0 


Note: 1985 figures are actual, 1986 figures are preliminary actual, 1987 figures are intentions. Figures may not add due to rounding. 
Source: Statistics Canada, Private and Public Investment in Canada (61-205). 
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Table 19 (continued) 

Private and Public Investment in Canada 
1956 — 1987 

(percentage distribution) 


Utilities Trade, finance and commercial services 
Capital expenditures Capital expenditures 
Machinery Repair Machinery Repair 
Construc- and Sub- expendi- Construc- and Sub- expendi- 
Year tion equipment total ture Total tion equipment total ture Total 
1956... 45.9 27.0 72.9 PAT), 100.0 43.7 See) 81.6 18.4 100.0 
LSTA 49.4 27.9 ied 225K 100.0 45.8 36.7 8235 ate 100.0 
1958... 50.1 26.7 76.8 23.2 100.0 46.5 36.3 82.8 Whee 100.0 
1959. 43.9 28.4 72.4 PEAS) 100.0 46.2 Sal 83.2 16.8 100.0 
1960... 43.2 28.1 TAS 28.7 100.0 44.7 39:2 83.9 16.1 100.0 
1961... 44.9 25:2 70.1 29.9 100.0 44.7 39.2 83.9 16.1 100.0 
1962 42.1 26.5 68.6 31.4 100.0 42.8 41.2 84.0 16.0 100.0 
1963... 43.7 PASS) 69.6 30.4 100.0 42.5 40.9 83.4 16.6 100.0 
1964... 46.2 25.2 Cisse 28.5 100.0 44.3 39:9 84.2 15.8 100.0 
1965: 43.9 29.8 73.6 26.4 100.0 47.3 37.9 85.2 14.8 100.0 
1966... 43.0 32.5 75.6 24.4 100.0 48.5 37.6 86.0 14.0 100.0 
1967... 42.0 33.5 SES 24.5 100.0 42.3 42.6 84.9 eb | 100.0 
1968... 41.4 33.7 Toe 24.9 100.0 40.1 43.0 83.1 16.9 100.0 
1OGOR 38.9 Sore 74.8 20r2 100.0 36.0 48.7 84.7 15.3 100.0 
1970... 42.2 Sei/ 74.9 25:1 100.0 36.8 47.6 84.4 15.6 100.0 
LOWalhes 42.0 33.2 YSZ 24.8 100.0 40.2 45.3 85.5 14.5 100.0 
IOV 41.7 33.1 74.8 25.2 100.0 40.4 47.7 88.2 11.8 100.0 
1973... 39.5 SOu/, 76.1 23.9 100.0 43.6 45.5 89.1 10.9 100.0 
OAS 38.3 37.4 Loa 24.3 100.0 45.1 44.3 89.5 10.5 100.0 
OS. 42.9 35.4 78.3 PT 100.0 47.7 42.2 89.8 10.2 100.0 
IAS). . 40.8 35.3 76.1 23.9 100.0 45.5 42.5 87.9 at 100.0 
WW os 41.8 33.9 Sei 24.3 100.0 42.6 44.7 87.3 Wear! 100.0 
1978... 40.4 35.2 75.6 24.4 100.0 40.4 47.0 87.4 226 100.0 
1979... 39.7 35.8 75.4 24.6 100.0 41.2 47.3 88.5 ies 100.0 
1980... 39.0 So.2 74.2 20:8 100.0 41.3 47.3 88.6 11.4 100.0 
Osi ee 40.3 35.9 76.2 23.8 100.0 42.6 46.1 88.7 Was 100.0 
1982... 41.3 35.4 76.6 23.4 100.0 42.5 44.5 87.0 13.0 100.0 
HEISEI... 35.7 36.5 ere: 27.8 100.0 38.9 47.6 86.6 13.4 100.0 
1984... 34.6 33.8 68.4 31.6 100.0 36.3 50.2 86.5 13.5 100.0 
198o~ 32.7 33.4 66.1 33.9 100.0 35.8 S153 87.1 12.9 100.0 
igsem 32.5 33.4 6519 34.1 100.0 39.1 49.0 88.1 11:9 100.0 
ISS i/ae 33.0 34.1 67.1 82:9 100.0 39.8 48.0 Sie Zen 100.0 
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Table 19 (continued) 

Private and Public Investment in Canada 
1956 — 1987 

(percentage distribution) 


Institutions Housing 


Capital 


Capital expenditures expenditures 
Machinery Repair Repai 
Construc- and Sub- expendi- Construc- ecoee 
| Year tion equipment total ture Total tion ture Total 
| 513 eee 79.4 9.5 88.5 1S 100.0 87.0 13.0 100.0 
| SA a 79.8 9.2 89.0 Wine) 100.0 79.9 20. 1 100.0 
he 80.0 10.0 90.0 10.0 100.0 82.4 17.6 100.0 
(be 80.5 9.6 90. 1 9.9 100.0 81.0 19.0 100.0 
a TOTAS 11.3 89.0 WO) 100.0 76.9 20 100.0 
0 LA ee 88.8 11.2 100.0 75.6 24.4 100.0 
| Cy 80.1 las) 91.6 8.4 100.0 ose 24.8 100.0 
BOO! yo os::..:.. 79.9 AZ 92.1 7.9 100.0 Tis? 24.8 100.0 
BOS oe cccoce ess Gre 14.5 90.7 9.3 100.0 WS: 22.5 100.0 
BESO DS ccescekees 19.3 13.3 92.5 Was) 100.0 78.2 21.8 100.0 
BOOP s..:.-... 78.6 14.2 92.8 ee 100.0 76.7 28.3 100.0 
Cie eS 14.6 92.1 7.9 100.0 76.9 230 100.0 
10s Wales 14.6 92.3 Toth 100.0 Gee 21.8 100.0 
BE Or oto... 76.8 14.2 91.0 9.0 100.0 80.0 20.0 100.0 
(0 ae Thayis| 14.9 90.7 9.3 100.0 (8x3 PAW TE 100.0 
Pe Mlhccst....... 75.6 14.9 90.4 9.6 100.0 80.9 19.4 100.0 
Dee sa. ko 16.2 87.9 Wel 100.0 82.1 17.9 100.0 
Nt 69.4 Wes 86.7 13is 100.0 83.4 16.6 100.0 
i _ 69.2 17.9 87.1 12.9 100.0 82.9 Baal. 100.0 
a 69.7 WZ 86.9 13:1 100.0 81.9 18.1 100.0 
‘|e 67.1 18.2 85.3 14.7 100.0 85.7 14.3 100.0 
TEAL E onc... 64.6 18.3 82.9 Wat 100.0 84.3 Wei 100.0 
Sa 62.6 19.2 81.8 18.2 100.0 Som 16.9 100.0 
I) 64.5 17.6 82.1 17.9 100.0 81.4 18.6 100.0 
36) are 63.7 19.8 83.6 16.4 100.0 79.4 20.6 100.0 
iil 62.1 20.0 82.1 17.9 100.0 80.3 19.7 100.0 
ey" ae 60.2 20.2 80.3 19.7 100.0 UG 28 100.0 
a 58.4 2253 80.7 19.3 100.0 Yeh! 22.9 100.0 
IBS, osc... 53.8 26.5 80.3 USB 100.0 SHS 24.4 100.0 
PEABO sess... Sows 26.0 Silko 18.5 100.0 Sit 12.3 100.0 
a 58.3 Zouk 82.1 17.9 100.0 89.4 10.6 100.0 
le 59.1 22.9 82.0 18.0 100.0 89.4 10.6 100.0 
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Table 19 (continued) 

Private and Public Investment in Canada 
1956 — 1987 

(percentage distribution) 


Government departments Total 
Capital expenditures Capital expenditures 
Machinery Repair Machinery Repair 
Construc- and Sub- expendi- Construc- and Sub- expendi- 
Year tion equipment total ture Total tion equipment total ture Total 
1956... 72.0 6.2 78.2 21.8 100.0 Sillen Zonk 17.3 Cea 100.0 
ROO ae 13.3 6.1 79.4 20.6 100.0 51.6 25.6 Tiled Gaal: 100.0 
19562. 70.8 US) 78.1 21.9 100.0 53.9 22.8 TASeTi 23.3 100.0 
1959... HAS 6.8 78.4 21.6 100.0 Sl 237 74.9 Doel 100.0 
1960... FAG T Os 76.9 23.1 100.0 49.1 24.7 73.8 26.2 100.0 
1961... 69.1 hes 76.6 23.4 100.0 49.8 23.5 73.3 AAS Ti 100.0 
1962... 68.7 7.8 76.4 23:6 100.0 48.9 24.6 Thee. 26.5 100.0 
1963... 68.9 7.6 76.5 23:0 100.0 48.3 25.4 13.1 26.3 100.0 
1964... 70.0 8.4 78.4 21.6 100.0 48.1 27.0 TAS).4. 24.9 100.0 
1965... 70.8 8.2 19 20.9 100.0 48.5 28.2 TART 23.3 100.0 
1966... 69.5 Sh 78.5 Pil ds 100.0 47.7 29.8 77.6 22.4 100.0 
1967... 68.7 Bh Tiles 22.7 100.0 47.3 29.3 76.6 23.4 100.0 
1968... 66.8 9.2 76.0 24.0 100.0 48.4 PATE UES 24.5 100.0 
1969". 70.8 Ge 78.4 21.6 100.0 48.8 PAIS 76.3 23.7 100.0 
19708 WNKS) ee 78.8 PIV 100.0 48.2 27.6 75.8 24.2 100.0 , 
ON alee 13.3 8.1 81.4 18.6 100.0 50.6 26.3 76.9 23m 100.0 
WOW 74.6 8.7 83.2 16.8 100.0 50.3 26.9 lee 22.8 100.0 
OSs. 72.6 10.1 82.6 17.4 100.0 49.5 28.2 UT ks) Bee 100.0 
1974... Tne, 10.8 84.0 16.0 100.0 49.4 28.8 78.2 21.8 100.0 
ISAS. 3 74.2 10.7 84.9 oe 100.0 49.7 29.3 79.0 21.0 100.0 
1976... 73.9 10.1 84.0 16.0 100.0 50.8 28.0 78.7 ile 100.0 | 
OValee USA 9.8 83.6 16.4 100.0 50.4 27.6 78.0 22.0 100.0 
1978... 73.4 10.2 83.5 16.5 100.0 49.1 28.4 77.4 22.6 100.0 
1979... 72.8 9.6 82.4 17.6 100.0 47.6 29.9 Mes: ZOO 100.0 
1980... 70.8 10.4 81.2 18.8 100.0 46.7 30.3 TEAS, 23.0 100.0 
19840. 69.5 12.0 81.4 18.6 100.0 47.0 Silee 78.2 21.8 100.0 
1982... 69.5 OM 80.2 19.8 100.0 46.6 30.3 76.9 om 100.0 
1983... 68.0 11.4 79.4 20.6 100.0 46.8 28.5 Ons 24.7 100.0 { 
1984... Com 15.6 80.7 19.3 100.0 45.0 29.1 74.4 25.9 100.0 \ 
1985... 70.2 14.7 84.9 Sauk 100.0 49.7 ileal 77.4 22.6 100.0 
1986... 69.6 14.6 84.2 HOS! 100.0 49.5 28.8 78.3 Pale 100.0 
1987... 70.8 13.6 84.4 156 100.0 48.9 29.4 78.2 21.8 100.0 


{ 
( 
| 
| 
' 
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Reference Table 20 
Private and Public Investment by Region 


Capital Expenditures 


1956 — 1987 


(millions of dollars) 


Year Nfld 
Ho6....... 100 
ODT ....... 103 
MOOS %...... 108 
MOO... 116 
W00....... 149 
#6 1):...... 186 
igo? .....:. 261 
We03....... 234 
1964 ....... 232 
HIGD........ 228 
#066 ....... 340 
M07... 360 
a08........ 387 
M09 ....... 395 
#97Q........ 503 
Woy 1....... 678 
m2... 607 
HOS «1... 634 
HO74 ....... 698 
MOO «5... 714 
MO)....... 829 
Mg :-....- 712 
Ho78 ....... 784 
oo .......- 1,035 
WeoO........ 1,087 
W9e1....... 1,239 
gO? |...... ROMY. 
HOS....... 1,690 
1984 ....... 1,800 
MOOO........ 1,956 
OO ....... 1,943 
1,810 


MST .....:. 


Re 


Atlantic 
Region 


ie 
484 


Source: Statistics Canada, Private and Public Investment in Canada (61-205). 


41 


Note: 1985 figures are actual, 1986 figures are preliminary actual, 1987 figures are intentions. 


Alta. 


Prairie 
Region 


Wey 
1,695 


20,882 


WA 
20,019 


Reference Table 21 


Business Capital Expenditures by Region‘” 
1956 — 1987 
(millions of dollars) 


Year Nfld. 
1956.. 48 
157, 56 
1958:°. 45 
II5Or ae 54 
1960. 72 
1961 Aid. 
1962. 191 
1963.. 142 
1964 126 
1965 113 
1966 208 
1967 232 
IS6Se.. 246 
1969. 219 
SIAO),, 375 
WAL. 489 
WUE, 397 
WHS Ae 368 
1974. 350 
WS non 330 
O76 395 
ovate 345 
TOS ee. 406 
We iow. 609 
IGOR 629 
Wee ay 831 
OSes 1,098 
1983 1,139 
1984...... 1,245 
WOS8Srre 1,269 
iS SGree 1,144 
USE ss: oe 1,003 


N.B. 


Atlantic 
Region 


261 
243 


Note: 1985 figures are actual, 1986 are preliminary actuals, 1987 figures are intentions. 
() Total private and public expenditures minus housing, institutions and government departments. 
(2) 1956 to 1965 includes figures for Yukon and Northwest Territories. 
Source: Statistics Canada, Private and Public Investment in Canada (6 1-205). 
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Sask. 


Alta. 


Prairie 
Region 


Canada 


56,394 


58,813 © 


Canada 


Yukon 
B.G. and 
N.W.T. 


Prairie 
Region 


Sask. Alta. 


Man. 


Que. Ont. 


Atlantic 
Region 


PSEA N.S. N.B. 


Table 21.1 

Change in Business Capital Expenditures by Region 
1957 — 1987 

(per cent) 

Year Nfld. 


—3.2 9.2 Si, 1.9 98 —0.5° 1.8 8.6 —58.2 4.3 
43 


5.5 


—1.8 


—2.4 


— 12.3 


1987... 


Reference Table 22 


Dwelling Starts, Completions and Under Construction 


1948 — 1986 
(number of units) 


Centres 
of 5,000 
population 

Year and over'?) 
I OAStee eae, 57,888 
194 Rs ee ee Homo 
TOGO See eres 68,599 
1S Dileece mes Aone 
TOR ORR ore 63,443 
TIS Sees 80,313 
1O54e ee one 89,755 
VOB SR eo eee: 97,386 
1956 eee 87,309 
aS ICW fea taroeees ou, 84,875 
TQ5S nee 121,695 
NWO SO Me eee 105,991 
19COI 76,687 
AOGiNe teed 92,741 
GSEs sates 102,008 
(GOS ccs TPaltsirey 2 
VIOA Sc. USS} Sie 
[96542 =e 135,218 
TRS ee eee snare 108,329 
NOG7a Ee sheen 131,858 
1OGSE oer 162,267 
NICO eee 169,739 
TOON ae eee 150,999 
Ogle: mote 180,948 
US ee 206,954 
NOS ean sseee 211,543 
TOA ean eee 169,437 
UOVSE ene eee 181,846 
LORG Reese 209,762 
IS IVAT eee mean 200,201 
OM Ohtani 178,678 
ANS AS ea ee op ak cere: Werle fale 
19SOR eee tee 125,018 
VO Side ete 142,441 
WO G2 as teense tet 104,792 
(9S See sae 134,207 
184 ee 110,874 
ISS5e, eee 139,408 
NOSSO eee 170,863 


() At end of period. 


(2) Data for years after 1967 based on areas of 10,000 population and over. 
Note: Data for 1962 to 1965 are based on 1961 Census area definitions, for 1966 to 1971 on 1966 Census area definitions, for 1972 to 1976 on 1971 Census 


Starts 


102,409 
VU S27 
138,276 
127,311 
122,340 


164,632 
141,345 
108,858 
125,577 
130,095 


148,624 
165,658 
166,565 
134,474 
164,123 


196,878 
210,415 
190,528 
233,653 
249,914 


268,529 
222,123 
231,456 
273,203 
245,724 


227,667 
197,049 
158,601 
WSUS 
125,860 


162,645 
134,900 
165,826 
199,785 


Centres 
of 5,000 
population 
and over'?) 


48,006 
59j785 
62,847 
61,167 
54,346 


73,375 
80,593 
93,942 
95; 152 
80,995 


107,839 
108,059 
90,513 
83,148 
98,530 


99,133 
121,378 
122 9i 
134,569 
120,163 


136,337 
159,089 
138,576 
155,692 
192,984 


1 O13 
202,989 
170,325 
180,765 
206,217 


198,777 
178,604 
140,996 
IsZ955 
W225) 


135,848 
127,303 
uae O 
1S6;072 


Completions 


Other 
areas 


28,091 
28,448 
26, 168 
20,143 
18,741 


23,464 
21,9872 
33,987 
40,548 
36,288 


38,847 
37,612 
33,244 
32,460 
28,152 


29,058 
29,585 
30,840 
27,623 
29,079 


34,656 
36,737 
37,251 
45,340 
39,243 


Total 


76,097 
88,233 
89,015 
81,310 
73,087 


96,839 
101,965 
127,929 
135,700 
117,283 


146,686 
145,671 
WAS} (ASW 
115,608 
126,682 


128,191 
150,963 
153,037 
162,192 
149,242 


170,993 
195,826 
175,827 
201,232 
232,227 


246,581 
257,243 
216,964 
236,249 
25:1, 789 


246,533 
226,489 
176, 168 
174,996 
133,942 


163,008 
153,012 
139, 106 
184,605 


Under construction") 


Centres 
of 5,000 
population 
and over'?) 


39,217 


106,834 
114,386 
123,901 
145,885 
163,318 


174,852 
138,360 
146,517 
168,282 
158,216 


135,239 
103,414 
84,195 
85,515 
74,685 


70,118 
SOs 
71,667 
86,400 


area definitions, and for 1977 to 1981 on 1976 Census area definitions. Subsequent data are based on 1981 Census area definitions. 
Source: Canada Mortgage and Housing Corporation, Canadian Housing Statistics. 
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Total 


56,456 
58, 169 
60,538 
45,926 
55,689 


59,923 


126,638 
137,357 
148,185 
Wit 2o 
188,630 


207,236 
168,406 
176,599 
204,286 
185,599 


164,702 
128,601 


Reference Table 23 

Dwelling Starts and Completions, by Type 
1955 — 1986 

(number of units) 


Starts Completions 
Semi- Semi- 
detached detached 
Single and Apart- Single and Apart- 
Year detached duplex Row ments Total detached duplex Row ments Total 
10,606 1,909 26,758 138,276 90,553 8,278 1,547 PA (rere, 127,929 
9,441 2,263 24,987 127,311 95,656 nore 2ST 26,035 135,700 
9,272 2,214 27,899 122,340 81,096 8,464 2,350 25,313 117,283 
10,713 2,457 46,954 164,632 96,830 10,004 2,226 37,626 146,686 
10,468 1,908 36,791 141,345 95,455 10,923 2,308 36,985 145,671 
9,699 2,301 29,687 108,858 78,113 9,911 1,616 34,117 WS) (OT 
11,650 1,864 35,633 ZO; O41. ONti| 10,593 2,019 26,825 115,608 
10,975 3,742 40,935 130,095 75,593 11,922 2,451 36,716 126,682 
7,891 3,895 59,680 148,624 71,585 7,150 3,487 45,969 128,191 
8,706 4,755 Ovo 165,658 76,225 8,091 3,861 62,786 150,963 
7,924 5,306 77,894 166,565 75,104 8,730 4,097 65,106 153,037 
Ta Zou 5,000 Oi, 134,474 73,858 7,107 6,412 74,215 162,192 
9,939 7,392 74,258 164,123 73,631 9,089 5,431 61,091 149,242 
10,114 8,042 103,383 196,878 74,640 10,098 7,896 78,359 170,993 
10,373 10,721 110,917 210,415 78,584 10,483 7,827 98,932 195,826 
10,826 17055 91,898 190,528 66,615 9,066 11,473 88,673 175,827 
135750 15,659 106,187 233,653 82,978 12,518 16,795 88,941 201,232 
13,649 16,980 103,715 249,914 106,508 13,184 14,416 98,119 232,227 
13,235 17,291 106,451 268,529 122,696 13,479 14,832 95,574 246,581 
11,023 14,932 74,025 222,123 129,704 12,509 19,225 95,805 257,243 
15,403 21,763 70,361 231,456 113,409 12,303 16,095 75,157 216,964 
15,890 33,676 89,324 273,203 128,623 15,160 PN VYLE 71,294 236,249 
18,373 26,62 1 92,327 245,724 ln WA AS 4 17,281 31,561 85,155 251,789 
19,932 20,379 THESE, PEAS Si 106,195 19,155 26,644 94,539 246,533 
16,296 13,249 58,387 197,049 112,105 18,071 18,860 77,453 226,489 
11,149 11,402 48,329 158,601 90,720 18;675 13,398 58,375 176, 168 
11,768 1 5O29 61,609 177,973 98,412 12,831 13,252 50,50 1 174,996 
6,254 11,987 538, 162 125,860 54,720 8,480 16,082 54,660 133,942 
6,615 9,521 44,124 162,645 95,320 7,129 9,747 50,812 163,008 
5,592 8,315 37,342 134,900 88,875 5,962 9,997 48,178 153,012 
MMIOSD............... 98,624 6,338 9,288 51,576 165,826 84,894 6,082 WISE 40,458 139, 106 
PEOGG............... 120,008 8,272 10,485 61,020 199,785 110,902 7,746 8,966 56,991 184,605 


, Source: Canada Mortgage and Housing Corporation, Canadian Housing Statistics. 
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Reference Table 24 

Main Components of the Labour Market 
1966 — 1986 

(thousands of persons, rates in per cent) 


Employment 
Population Partici- Employment to Unem- 
15 years pation Labour i —___ population Unem- ployment 

Year and over rate force Total Full-time Part-time ratio ployment rate 
1966... — See 7,493 7,242 = = = 254 3.4 
(lei a Si-O 7,747 7,451 == a =e 296 3.8 
SISES) so a SWE Tie IGE: = = al 358 4.5 
1960s == Wis 8,194 7,832 = = ae 362 4.4 
VESTA te 14,528 57.8 8,395 7,919 = = 54.5 476 sf 
OVA: 14,872 58rl 8,639 8,104 == == 54.5 535 6.2 
WW paeee Sere 15, 186 58.6 8,897 8,344 a= a 54.9 553 6.2 
NOR G Meee. 15,526 oe S276 8,761 === == 56.4 Ley ifis) 5:5 
WOW: # 15,924 60.5 9,639 9125 == = Ses 514 5.3 
1S : 16,323 6f.1 9,974 9,284 8,296 988 56.9 690 6.9 
LOY Ota 16,701 61.4 10,203 9,477 8,431 1,047 56.7 726 an 
NS AT foe cease 17,051 61.6 10,500 9,651 8,524 1,128 56.6 849 8.4 
VOOR W377 62.7 10,895 9,987 8,780 1,206 BYlals 908 8.3 
US )7AS Be tea: aor 63.4 11,231 10,395 9,094 1,301 58.7 836 7.4 
1980...... . 18,053 64.1 Oe 10,708 9316 1,392 59.3 865 Wes 
19Gieee 186375 64.8 11,904 11,006 Sone) 1,487 99:9 898 Ue 
i982 18,664 64.1 11,958 10,644 9,110 1,534 57.0 1,314 11.0 
OG Saeee 18,917 64.4 12,183 10,734 9,083 1,651 Sn 1,448 Wiles, 
1OSAs eee 19,148 64.8 12,399 11,000 Seva lal 1,689 57.4 1,399 Vhs 
198525. 19,372 65.2 125639 Wasi SHels}s) orl, 58.4 1,328 10.5 
19S One 19,594 65.7 12,870 11,634 9,824 1,810 59.4 1,236 9.6 


Note: Small differences in total may arise due to rounding. 
Labour Force Survey data were first collected under the revised Labour Force Survey in January, 1975. In January, 1976, the Revised Survey replaced 
the former Survey. Revised data have been estimated back to 1966. 

Source: Statistics Canada, Historical Labour Force Statistics (71-201). 


46 


Unem- 
ployment 
rate 


Employment 
to 
population 
ratio 
(percentage point difference) 


Partici- 
pation 
rate 


Unem- 
ployment 


Part-time 


Employment 
Full-time 


Total 
(per cent change) 


Labour 
force 


Population 
15 years 
and over 


Change in Main Components of the Labour Market 


Table 24.1 
1967 — 1986 


Year 
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Reference Table 25 


Labour Force and Employment by Sex and Age Groups 


1966 — 1986" 

(thousands) 

ae Male 

Year Total 15-24 25 + 25-54 
1S6Gme a 5,147 1,025 4,122 3,320 
196 ee 5261 1,078 4,183 Sroval 
1906S. Syoo4 deter 4,240 3,413 
1969 5,465 1,147 4,318 3,474 
AGO Pee Boia 1,190 4,381 S525: 
ESA eee 5,667 1262 4,435 3,590 
IS eee 5,797 1,290 4,507 3,666 
iA eee 5,973 1ES6z 4,606 3,769 
WOE A cre, 6,163 1,450 4,713 3,876 
SLOVO er ees 6,294 1,485 4,809 3,949 
HC ASio tame eee 6,368 1,496 4,872 4,036 
TOW RT eee rcnt 6,505 1,541 4,964 4,114 
As eer 6,657 SWAT 5,080 4,213 
IRSITAS hang eee 6,811 1,624 3), KSs7/ 4,305 
WHO) cotercese 6,935 1,643 5,292 4,398 
IO Siete eee 7,053 1,649 5,404 4,507 
198222 ee 703i 1,566 5,466 4,565 
IGSomeeeen 7,098 1,541 Ses 4,657 
QS 4 ees 7,169 1,529 5,639 4,738 
(9S8Seee WZ 1,507 Ono 4,848 
(966 Re 7,347 1,507 5,840 4,950 
TOOLS rncenninces 4,975 961 4,014 3,241 
SIO heres. 5,058 1,001 4,058 3,276 
19O68ae = Sa 1,017 4,093 3,300 
1SO6Omeee 5230) 1,052 4,178 3,368 
IIA Oe dsctee 5,260 1,057 4,203 3,388 
i OI eee 5,329 1,083 4,245 3,441 
NO 2ee 5,460 1,136 4,324 Croza 
WIRES oo deoonce 5,678 1,230 4,448 3,644 
UWE ccesrocnce 5,870 Sale 4,559 3,752 
1Oc5t ae 5,903 1,299 4,605 3,781 
lO Ceeeee 5,964 1,298 4,666 3,862 
Oi 6,032 Lele 4,720 3,909 
SAS rseceenmnee 6,156 1,340 4,816 3,991 
197 Ose 6,362 1,410 4,952 4,106 
1OSORee ae 6,459 1,418 5,041 4,181 
UC lea cesta 6,559 1,416 5,142 4,281 
\9S2eeeee 6,254 1,235 5,019 4,176 
IOSSieerees 6,240 1,196 5,044 4,210 
1984 payee 6,367 W232 5.135 4,300 
OSS ane. 6,508 232 5,276 4,441 
WER Sy ace aces 6,657 1,258 5,399 4,568 


() See note on reference table 24. 
Source: Statistics Canada, Historical Labour Force Statistics (7 1-201). 
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Total 


Labour Force 


2,346 


5,523 


15-24 


Female 


25 + 


25-54 


Total 


Reference Table 26 


Participation and Unemployment Rates by Sex and Age Groups 


1966 — 1986" 
(per cent) 


HO66......... 79.8 64.1 84.9 96.5 
ita 79.3 64.1 84.5 96.2 
HOS... 78.6 63.3 84.0 95.7 
HOGOr....... 78.3 62.7 83.8 95.6 
97/0)........ laleS 62.5 83.3 95.3 
‘WO secre 77.3 62.7 (Siz TE oor 
OW. eS 64.4 82.3 95.0 
M73: ..4: 78.2 66.8 82.3 95.3 
HOTA... 78.7 68.9 82.2 95.4 
HOO... 78.4 68.8 81.9 94.8 
HOMGr...:... WSS 67.9 81.1 94.8 
| Gara eT, 68.9 80.9 94.7 
HOTS. .....- 78.1 69.7 81.1 95.0 
SIS eae 78.5 71.3 81.0 S5),] 
1980"... 78.4 71.8 80.7 94.8 
OSs... 78.4 72.3 80.5 94.9 
HOS82.......... 77.0 69.3 19.5 93.9 
HO83........ 76.7 69.2 1A 93.8 
HO84 ooo... 76.6 69.9 78.6 93.5 
HIS5:........ 76.7 70.14 78.6 93.8 
HO86......... ADSI TS 78.2 93.9 


= © OID 
=—MOOd0 


— 


ok, eek ach 
NNMOONM TAMOOO NMWNNMwW 


es feeds eel moe ees 


— 
oO 
foe) 
i) 
peyestt Shee 


—_ 
oO 
~N 
a 
© DANAN DONND DARATMDH TARWW 
SEN INO LE 
D BONAR WOMRH NOON 


FF WNHH]=]=0 ODNWH NHNWOODD DWHOW 
—_ 


I LIGIPELS BSessS OOS SOI 
BO OO OOO ONO Co COO COCO 
N ANAND ODWOW WNHWOM OOWAR 


DMD WONMNMD WBNANMOM WWH-W 


a NOHaAa 


ok 


| () See note on reference table 24. 
_ Source: Statistics Canada, Historical Labour Force Statistics (71-201). 
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Participation rates 


Unemployment rates 
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Total 
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Reference Table 27 
Participation Rates, Canada and by Region 


1900 —slgue = 
Atlantic Prairie 

Year Nfld. Paes N.S. N.B. region Que. Ont Man Sask Alta region B.C. Canada 
1O6Gee 44.8 54.3 52.5 51.3 50.4 56.0 59.8 57.4 54.0 61.7 58.3 56.7 57.3 
IS eao: 45.0 53.6 52.9 50.6 50.3 56.4 60.2 57.4 53.9 61.8 58.3 eo aT GAS, 
IG6Sere. 44.3 52.5 O2af) 50.6 50.0 55.6 60.3 59.0 55.0 62.7 59.0 O10 57-8 
\S60see= 43.7 54.4 52.8 50.3 49.9 DOW 60.5 58.14 55.4 63.4 SON 58.2 57.9 
USO Ses: 43.4 5159 52.3 49.9 49.4 55.4 60.5 53.7 56:3 63.6 60.0 58.7 5/-d 
VSi/aleere 45.0 54.3 522 49.8 49.8 56.0 60.9 59.3 55.3 63.0 60.0 58.3 58.1 
WZ sco: 46.2 54.1 52,1 Sile2 50.4 a}o)i2) 61.7 59.6 56:5 63.8 60.7 58.8 58.6 
NSS m ae: 49.2 54.6 yet // 52.8 52.4 31.6 62.4 60.7 57.3 64.8 61.7 59.6 5007 
OvAvees 49.2 55.4 55.8 53.3 53.4 58.0 63.4 61.5 5/9 65.6 62.5 60.3 60.5 
JO 7 Oma 49.4 56.5 55.3 53.8 53.5 58.5 64.1 60.9 Se) 66.1 63.0 Gib 61.4 
OCR 49.4 56.7 59. 1 53.6 53.3 58.3 63.8 8) he 60.5 67.0 63.8 61.3 61.4 
RIE eco 50.6 56.9 55.1 53.6 53.7 58.9 64.3 61.6 61.6 67.2 64.4 61.6 61.6 
SASS a. 511-9 SITE 56.2 54.8 54.7 59.9 65.4 63.0 62.14 68.4 65:5 63.0 62.7 
WD) scone OE 59.0 56.6 55.0 95.2 60.2 66.5 63.6 62.7 69.7 66.5 63.2 63.4 
USEE10) cscece. 2a Sez 57.4 55.6 SIS) 8) 61.2 66.7 64.5 63.0 70.9 O7eS 64.1 64.1 
USS secon 52.6 S18}. I 57.3 56.2 56.0 61.5 67.6 64.8 63.5 72.3 68.5 65.1 64.8 
ISS 2a 52:1 57.8 57.0 55.0 59.2 60.0 67.3 64.9 63.9 71.4 68.2 64.3 64.1 
IJSomees 52m 60.2 57.4 55.5 55.7 60.9 67.1 65.6 65.2 TOS: 68.7 64.1 64.4 
IOS4ee 52g 60.2 59.3 55.1 56.4 61.5 67.4 65.7 65.1 UPR 69.0 64.0 64.8 
19S Spee 53.0 61.9 58.8 56.8 57.0 62.2 68.0 65.8 66.4 TUE, 69.1 64.3 65.2 
iSSGeas 53.0 62.3 layS)iS Sf. 57.4 62.4 68.5 66.4 66.9 ea) 69:5 65.1 65.7 


() See note on reference table 24. 
Source: Statistics Canada, Historical Labour Force Statistics (71-201). 
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Reference Table 28 

Labour Force, Canada and by Region 
1966 — 1986"” 

(thousands of persons) 


i 


Atlantic 
Year Nfld. P.E.I. N.S. N.B. region Que. 
1966....... 131 37 251 196 615 ea ke: 
B67 «...... 134 Br 257 197 625 2,184 
n968........ 136 ov 261 201 635 2205 
1969....... ior 39 267 204 647 2,264 
f970........ 139 SH/ 271 205 652 2,288 
fO7-1....... 147 40 276 210 673 2,347 
HO72....... 154 41 280 220 695 2,383 
8973... 168 42 295 232 737 2,499 
TO74........ NPA) 44 SiS 239 767 2,570 
BOD:....... 176 46 Sy 248 787 2,647 
1976....... 181 47 322 253 803 2,689 
Ti 188 48 Soir 258 821 2,760 
HO78....... 194 50 338 268 850 2,839 
H979....... 200 52 346 273 871 2,897 
#980... 205 5S 356 280 894 2,988 
M901... 208 53 359 286 906 § 3,040 
1982 ...:... 209 52 361 282 904 2,998 
H983....:... 214 55 369 290 928 3,069 
HOO ......; 221 56 387 291 955 S2e 
HO85....... 224 59 391 304 978 3,181 
HOSE ....... 226 60 398 312 996 3,221 


() See note on reference table 24. 
Source: Statistics Canada, Historical Labour Force Statistics (7 1-201). 
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Man. 


Alta. 


569 
586 


Prairie 
region 


1,262 
1,286 
1,342 
1,376 
1,406 


1,430 
1,470 
1,522 
1,576 
1,635 


WA 


Canada 


B.C. 


Prairie 
region 


Atlantic 
Piet N.S. N.B. region Que. Ont. Man. Sask. Alta. 


Table 28. 1 
Change in Labour Force, Canada and by Region 
1967 — 1986 
(per cent) 
Nfld. 


Year 
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Reference Table 29 

Employment, Canada and by Region 

1966 — 1986" 

(thousands of persons) 

i 


Atlantic Prairie 
Year Nfld. ie elf N.S. N.B. region Que. Ont. Man. Sask. Atta. region B.C. Canada 
en 
NO6G....... 123 35 239 186 583 2,027 2,714 351 327 590 1,233 684 7,242 
HOOT ......: 126 35 245 187 593 2,085 2,799 354 329 ofl 1,254 720 7,451 
1968....... 126 34 248 190 598 2,081 2,873 367 337 595 1,299 742 7,593 
HO69....... 127 36 254 190 607 Za WAsh PASTAS) 371 339 621 1,331 788 7,832 
1970... 129 35 256 192 612 2,128 3,037 371 333 633 1,337 805 7,919 
BOW Uc... 135 37 256 197 625 AN Ths) 3,118 379 334 643 1,356 834 8,104 
BOV2)...... 140 36 261 205 642 2,205 3,239 386 336 671 1,393 865 8,344 
HO7S....... 151 39 ATRS) 214 679 2,330 3,380 402 343 706 1,451 920 8,761 
HO74....... 149 41 292 221 703 2,401 3,523 419 350 754 1,523 976 97125 
BOWOR.... 3. 152 42 292 224 710 2,434 3,576 417 365 788 1,570 995 9,284 
HO76 ....... 197 42 292 226 TUT 2,456 3,643 425 378 838 1,641 1,021 9,477 
HOTT....... 159 43 292 224 718 2,476 3,708 428 390 880 1,698 1,050 9}651 
HO78........ 162 45 303 234 744 2,030 3,835 439 398 937 1,774 1,103 9,987 
HO79....... 170 46 311 243 770 2,619 3,993 450 411 1,007 1,868 1,144 10,395 
1980....... 178 47 321 249 795 2,694 4,053 458 417 1,078 1,953 ec 10,708 
198 1)....... 179 47 322 253 801 2,/26 4,171 461 425 i ley 2,038 1,270 11,006 
n982........ 174 45 313 243 TIES 2,584 4,067 454 426 1,182 One 1,204 10,644 
WIGS... 174 48 320 247 789 2,642 4,096 460 436 aks 2,011 1,197 10,734 
HO84 ....... 176 49 337 248 810 2,722 4,243 472 439 1,114 2,025 1,202 11,000 
HOSS... 176 51 337 258 822 2,804 4,402 480 452 1,123 2055 1,228 Aileoota 
WO8G........ 181 52 344 267 844 2,866 4,555 493 457 1,146 2,096 1,274 11,634 


() See note on reference table 24. 
Source: Statistics Canada, Historical Labour Force Statistics (71-201). 
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B.C. Canada 


Prairie 
region 


Que. Ont. Man. Sask. Alta. 


Atlantic 
region 


N.S. N.B. 


PLEA 


Table 29. 1 
Change in Employment, Canada and by Region 
1967 — 1986 
(per cent) 
Nfld. 


Year 
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Reference Table 30 


Unemployment, Canada and by Region 


1966 — 1986"” 
(thousands of persons) 
Year Nfld P.E.| 
1966....... 8 fy) 
7967....... 8 0 
1968....... 10 a) 
1969... 10 0 
770....... 10 0 
1971....... 12 0 
HoT 2....... 14 4 
1973... 17. 0 
1D74....... 22 ) 
1975... 25 4 
1976... 24 4 
a7 7....... 29 5 
1978....... 31 5 
1979....... 30 6 
1980....... 27 6 
6 1),...... 29 6 
ieee... 35 7 
703... 40 " 
1984... 45 7 
1985... 48 8 
1986....... 45 8 


(1) See note on reference table 24. 


Atlantic 
region Que. 
30 86 
31 100 
34 124 
37 137 
37 160 
44 171 
53 178 
54 169 
61 169 
Tal 214 
87 233 
103 284 
106 308 
101 278 
99 294 
104 314 
129 413 
139 427 
147 400 
156 376 
US) 356 


Source: Statistics Canada, Historica/ Labour Force Statistics (7 1-201). 
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Prairie 
region B.C, 
29 33 
33 39 
43 47 
45 42 
70 67 
74 65 
78 73 
70 66 
53 64 
65 92 
Ti 96 
86 98 
Sif 99 
84 95 
88 88 
96 91 
165 166 
PAT 192 
221 208 
209 203 
204 183 


Canada 


251 
296 


Reference Table 31 


Unemployment Rates, Canada and by Region 


1966 — 1986 
(per cent) 


Atlantic Prairie 
N.B. region Que. Ont. Man. Sask. Alta. region B.C. Canada 


N.S. 


PARSE 


Nfld. 


Year 


—-rrr,r 


7.0 Uotk Todt 9.8 8.9 12.6 9.6 


11.0 


20.0 13.4 13.4 14.4 15:2 


SS Gres. 


Source: Statistics Canada, Historical Labour Force Statistics (71-201). 
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Reference Table 32 

Employment by Industry 

1970 — 1986 

(thousands of persons) 

a antl een a ee es ccc rr 


Goods producing Services producing 
Transpor- 
tation Community 
communi- Finance business Public 
Total cation insurance and administra- 

employ- Agricul- Other Manu- Con- and andreal _ personal tion and 

Year ment Total ture primary facturing — struction Total Utilities Trade estate services defence 
NOW O.......-< 7,919 2,964 513 216 1,768 467 4,955 698 1,328 379 2,040 510 
Ys 8,104 2,990 514 221 1,766 489 5,114 707 loco 399 2,128 545 
= 8,344 3,014 483 214 1,823 494 0,930 734 1,417 398 2,202 579 
EMS s.o.:25-5 8,761 3,159 469 224 1,927 539 5,602 aS 50s 424 2,290 610 
MO74....:.... O25) 9S, 267 474 229 1,978 586 5,858 791 STAs} 460 2,389 640 
PO ec 54s. DOA econlid 483 220 ier) 603 6,108 812 1,637 474 2,520 665 
HOWG......... 9,477 3,263 472 235 1,921 635 6,215 824 1,644 496 PITS 678 
BWA/,........- 9,651 3,228 464 242 1,888 634 6,423 819 1,679 Hoi 2,695 699 
i —— 9,987 3,324 474 260 1,956 634 6,661 859 1,739 546 2,812 705 
HO79......... 10,395 3,474 484 275 2,071 644 6,920 903 1,808 554 2,954 704 
HOGO........- OM OS samc o 14 479 300 Zed 624 7,194 906 1,837 611 3,096 744 
H961......... tp OOGTmES, 08.1 485 323 alee 651 7,425 912 1,884 594 3,267 768 
HOBZ......... 10,644 3,260 462 271 1,930 OoT, 7,385 885 1,848 601 3,284 767 
1OSS...:..... 10,734 3,209 476 281 1,886 566 aoe5 870 1,850 602 3,421 782 
1984......... 11,000 3,308 476 292 1,968 572 7,692 858 1,929 631 3,483 791 
He)......... 11,311 3,349 488 293 1,981 587 7,964 884 2,001 629 3,648 802 
HOGO......... I; 634 993,417 484 291 2,005 627 8,217 898 2,082 654 3,783 800 


Source: Statistics Canada, Historical Labour Force Statistics (71-201). 
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Services producing 


Transpor- 


Public 
administra- 
tion and 
defence 


Community 
business 
and 
personal 
services 


Finance 

insurance 
and real 
estate 


Trade 


tation 


communi- 
cation 
and 
utilities 


Total 


4.0 Sh Ti —0.2 


4.0 


1.6 


3.2 


Con- 
struction 


Manu- 
facturing 


6.8 
58 


Wi 


Goods producing 


Other 
primary 


—0.7 


Agricul- 
ture 


ment Total 


Total 
employ- 


Change in Employment by Industry 


Table 32. 1 
1971 — 1986 
(per cent) 


Year 


—0.8 


2.0 


28, 


OG Genes 


Reference Table 33 
Unemployed Persons by Family Status, Canada 


1966 — 1986" 
Members of family units Non- Members of family units Non- 
mem- mem- 
bers bers 
Total Heads Other of Total Heads Other of 
unem- ; of Single rela- family unem- of Single rela- family 
Year ployed _ Total Units child tives Spouses — units ployed Total units child tives Spouses _ units 
(thousands) (change in thousands) 
BOBG6............ 251 — — — — — — = ae sats wale a fan ea 
i 296 = = —_— — — — 45 — — = = =) = 
HO68............ 358 a — — — — — 62 = = 4 = = =n 
BO9........-..- 362 — — om — — — 4 — — os — — = 
1) 476 = == = == = — 114 —_ — es — = — 
a 535 — —_ — — — — 59 =: = == at =e —_ 
a 553 —_— = = sss = = 18 — — —— — —_ —_— 
BEDS. 5:55... Sys) — = = = = == — 38 — — — os a — 
_—— 514 — —_ — —- — — — — — — — — — 
Ve 690 610 194 221 28 167 80 WAS) — — — — -—— — 
> ——— 726 640 194 239 3S 176 8 36 31 —2 19 5 9 6 
SS ——— 849 US 224 279 40 208 98 23 fla 33 39 7 31 12 
LON. ....22.:. 909 798 247 286 41 224 1a 59 47 23 if 16 12 
I 836 740 224 274 38 205 96 —73 —58 —24 —12 —3 —-19 —15 
fOSO............ 865 762 238 284 39 201 103 29 22 15 10 Zz —4 
a 898 788 242 291 40 Bibs) 110 33 26 4 if 1 14 if 
hee 1,314 1,154 409 397 61 286 160 416 366 167 107 Za an 50 
HOGS............ 1,448 1,259 453 420 72 315 189 134 106 44 23 Vit 29 29 
HOO4............ 1,399 1,216 435 389 63 329 183 —49 —44 — 18 —31 —9 14 —-6 
BIGO............ 1320s eleAS 407 363 56 320 183 —71 —71 —28 —26 —7 —10 = 
HOSG..........-. 1,236 1,056 317 320 56 303 180 —92 —89 —30 —43 — -17 -3 


Ba 


Reference Table 34 
Help-Wanted Index, Canada and Regions 


1962 — 1986 
Atlantic Prairie British Atlantic Prairie British 
Year Canada region Quebec Ontario region Columbia Canada region Quebec Ontario region Columbia 
(1981 = 100) (per cent change) 

1OO2 ieee 39 90 68 26 21 12 = == = — = = 
19632 39 85 64 29 24 12 0.0 —5.6 —5.9 UES 14.3 0.0 
19047 47 90 74 37 29 16 20.5 5.9 15.6 27.6 20.8 33.3 
WN oShs lee: 57 134 83 49 35 20 Pallas: 45.6 Ur 32.4 20.7 25.0 
1I6GR 61 138 84 55 40 22 UG 5.3 ile 12.2 14.3 10.0 
WOG Finca cee 53 123 70 47 41 19 —13.1 — 10.9 — 16.7 — 14.5 2 — 13.6 
1OOGmee 47 98 BS) 45 33 20 —11.3 —20.3 —15.7 -43 —19.5 5.3 
WISE oa 56 96 70 ilk 3/ 28 19.1 —2.0 18.6 26.7 12.1 40.0 
USYAS) Scat 47 US 61 47 31 21 — 16.1 —21.9 —129 —-17.5  —16.2 — 25.0 
WSAlbecsseex 48 81 64 46 32 23 Zul 8.0 4.9 —2.1 3.2 9.5 
IO 72g: 61 65 76 67 42 32 Zila — 19.8 18.8 45.7 31.3 39.1 
NOS are 77 86 93 84 53 46 26.2 32.3 22.4 25.4 26.2 43.8 
NOVA ca 101 125 134 97 78 64 Silee 45.3 40.9 Wes 47.2 39.1 
WOVAS cceneee 8 109 126 68 65 43 —16.8  —12.8 —3.8 —29.9 -—16.7 — 32.8 
LOH, Orne 81 719 ZY 63 68 43 —3.6 —27.5 0.8 —7.4 4.6 0.0 
WOW wear 76 87 118 59 60 42 —6.2 10.4 —7.1 —6.3 —11.8 —2.3 
NOS ieee 82 os 127 64 64 42 WES) 9:2 7.6 8.5 6.7 0.0 
UW) erccsesce 90 oS 110 87 86 6S 9.8 0.0 —13.4 35.9 34.4 31.0 
lO SOP 94 105 110 88 i) 70 4.4 10.5 0.0 Wel 4.7 27.3 
WIS onscen: 100 100 100 100 100 100 6.4 —4.8 —9.1 13.6 Wile 42.9 
lOS2avare 48 65 49 52 42 34 —52.00 -—35.0 —51.0 -—480 -—58.0 — 66.0 
OSS tees 43 63 (2) 45 29 26 — 10.4 —3.1 4.4 —13.5  —31.0 — 23.5 
OSA anaes 5S) 84 64 63 34 30 27.9 33.3 PAS|S) 40.0 Wer 15.4 
WEIS. coe: 70 98 76 86 44 31 27.3 16.7 18.8 36.5 20.6 3.3 
WITS scan 88 WZ 96 aS) 44 40 Zou 14.3 26.3 33.7 Uns 29.0 


Source: Statistics Canada, Canadian Statistical Review (11-003). 
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Reference Table 35 

Productivity and Costs, 

Business Sector Non-Agricultural Industries 
1946 — 1986 


(1981 = 100) 
Labour Labour 
Output Output compen- compen- 

Total Labour per per sation sation- Unit 
Persons person- comp- person person- per person per person labour 
Year Output employed hours ensation employed hour employed hour costs 
a 17.9 38.3 46.8 3.4 46.6 38.1 8.9 7.3 19.2 
a7 2h.......... 19.5 41.6 50.5 4.2 46.7 38.5 10.1 8.3 21.6 
§O48............... 20.1 42.9 52.0 4.8 46.8 38.6 112 9.2 24.0 
9949... 20.9 43.8 52.5 5.2 47.6 39.7 11.8 9.8 24.6 
a 22.4 44.6 Deal OHS 50.2 42.4 12.3 10.4 24.6 
ee 23.9 47.1 55:3 6.4 5007 43.1 13.6 11.6 26.9 
re 25.1 48.2 56.3 eal eye 44.6 14.7 12.6 28.3 
|S) an 26.6 49.0 56.9 el, 54.4 46.8 ihenr/ IHS) 28.9 
BISA oc scc.ess 26.9 48.3 55:5 7.8 Dor 48.5 16.1 14.0 28.9 
os 29.5 49.8 57.0 8.3 59.3 51.9 16.6 14:0 27.9 
oh 32.4 OZ 60.4 9.3 61.4 53.6 ATE 15.4 28.8 
MII ccc uses 33.0 54.1 61.6 10.0 61.0 53.6 18.5 16.3 30.4 
(Ch Bee2 Seal, 59.6 10.1 63.1 55.6 19.2 17.0 30.5 
BDO rece cccnecss 35,3 53.9 61.2 10.8 65.4 BY fof 19.9 17.6 30.6 
100) 36.0 54.0 60.8 Wl 66.7 59.2 20.8 18.5 31.3 
PESO Pesce secs... Sie 54.2 60.4 11.6 68.7 61.7 21.4 19.2 Silee 
IO 2 ooo. ccesess 39.7 55.9 62.6 12.4 TAG 63.5 22.2 19.8 SZ 
‘aa 41.9 Sie 64.1 Kee 72.8 65.3 22.9 20.6 Silo 
(oy 45.4 60. 1 66.9 14.4 sels 67.9 24.0 Zileo Silas 
a 48.9 63.6 70.6 16.1 76.9 69.3 25.4 22.9 33.0 
0 a 5252 66.6 L3v2 18.2 78.3 Wiles: 2-3 24.9 34.9 
ION sce evnese 54.0 67.7 74.0 19.9 79.7 72.9 29.4 26.9 36.8 
UC 56.9 67.9 12:5 21.2 83.8 alee: Calne 28.9 37.3 
3). ee 59.9 Ore 15:2 2305 85.4 79.7 SKE 5) Silee 39.2 
BEI 7O) ies. so... 00ss 61.0 70.3 74.6 PAS Pk 86.7 Silay 35.8 33.8 41.3 
oe 64.4 71.9 foal 27.6 89.6 85.1 38.4 CIS) 42.9 
| (Cee 69.0 74.8 78.5 30.9 92.2 87.9 41.3 39.3 44.7 
BND, .5..... 0.00: TE8 79.2 83.1 35.8 94.8 90.3 45.2 43.0 47.6 
ta 78.1 83.3 86.8 42.6 93.8 90.0 SileZ 49.1 54.6 
i ee 78.4 84.2 87.0 48.8 93.0 90.1 57.9 56.1 62.2 
| ee 83.6 85.8 88.1 56.2 97.5 94.9 65.5 63.8 67.3 
tt 86.6 88.0 89.3 62.4 98.5 97.1 TA.0 69.9 Ton 
ie 89.8 90.7 92.5 68.0 99.0 97.1 74.9 35 VASET/ 
| 7 94.2 94.7 96.0 76.8 99.5 98.2 Silez 80.0 SiS 
30 96.0 96.9 97.8 87.0 99.1 98.1 89.7 88.9 90.6 
i 3) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
ee 94.6 96.0 94.3 105.2 98.5 100.4 109.5 Was: ate | 
| 98. 1 93.8 91.9 110.0 104.6 106.8 117.2 119.7 ten 
ye 104.1 96.4 95.1 119.1 108.0 109.4 123.6 WE 114.4 
oi 109.4 100.2 99.4 128.7 109.2 110.1 128.4 129.5 117.6 
BEIBO) oo o.cccccnne 113.0 102.0 100.8 135.3 110.8 aa oZeo 134.2 1 Oe/ 
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Labour 
compen- 
sation 
per person 
hour 


Labour 
compen- 
sation 
per person 
employed 


Output 
per 
person- 
employed hour 


Output 
per 
person 


Labour 
comp- 
ensation 


62 


Total 
person- 
hours 


Persons 


employed 


Output 


Business Sector Non-Agricultural Industries 


1947 — 1986 


Change in Productivity and Costs, 
(per cent) 


Table 35. 1 


Year 


Reference Table 36 

Productivity and Costs, 

Business Sector Non-Agricultural Goods-Producing Industries 
1946 — 1986 


(1981 = 100) 
Labour Labour 
Output Output compen- compen- 
Total Labour per per sation sation Unit 
Persons person- comp- person person- per person per person Jabour 
Year Output employed hours ensation employed hour employed hour costs 
18.6 Siar 66.0 4.0 32.2 Zou 6.9 6.0 2435 
20.4 62.6 Cale SES} 32.5 28.6 8.4 7.4 25.8 
21.6 64.1 VTE 6.1 33.7 29.7 9.5 8.3 28.1 
ZUPLSS) Coal 72.8 6.4 34.5 30.8 9.8 8.8 28.4 
24.2 66.3 73.9 6.9 36.6 32.8 10.4 9.4 28.5 
26.4 71.0 78.7 8.3 37.0 33.4 11.6 10.5 31.4 
27.6 71.8 78.9 on 38.4 34.9 AME tals 32.9 
Zoi 72.4 US 9.8 41.0 Siad SHS 12.2 32.8 
29.9 OSE 75.4 9.6 42.9 39.6 13.8 WAT 32.2 
33.2 71.8 WAS 10.2 46.2 42.8 14.2 ikea 30.7 
36.7 75.8 82.0 ies 48.5 44.8 is} 14.0 31.4 
SHU 76.3 Sile7 Wee 49.3 46.0 16.0 15.0 32.5 
37.6 TA.9 76.9 12.0 B22 48.8 16.7 15.6 32.0 
40.0 73.2 78.6 2, 54.5 50.7 17.4 16.2 31.8 
40.6 72.3 Thea 13.2 56.2 52.6 18.2 dhe 32.4 
42.1 Wala TAY 13r3 59.3 56.1 18.7 WEL O15 
45.8 29 78.0 14.1 62.9 58.8 19.4 18.1 30.8 
48.2 74.5 79.6 14.9 64.7 60.6 20.0 18.8 31.0 
52.6 Wille tk 83.4 16.2 67.7 63.1 20.9 19:5 30.9 
57.3 82.3 88.4 18:2 69.6 64.8 Zeal 20.6 31.8 
60.5 85.9 91.9 20.5 70.4 65.8 23.9 22.4 34.0 
62.0 85.6 90.8 22.0 72.4 68.2 25.7 24.2 35.5 
65.8 84.9 89.7 23.3 WUE 73.4 PM) 26.0 35.4 
69.1 86. 1 90.2 25.4 80.3 76.7 29.5 28.2 36.8 
68.0 84.2 87.7 26.8 80.8 Valeo 31.8 30.5 39.4 
TEARS 85.2 88.0 29.3 84.0 Sills 34.4 33.3 41.0 
76.5 87.3 90.1 82.3 87.7 84.9 37.0 35.8 42.2 
84.3 91.8 94.8 37.7 91.9 89.0 41.0 39.7 44.7 
86. 1 94.6 97.2 44.5 91.0 88.5 47.1 45.8 51.8 
82.3 92.8 94.4 50.4 88.7 Sika 54.3 53.3 61.2 
89.0 94.1 95:5 58.1 94.5 93.4 61.7 60.8 65.3 
92.4 93.8 94.8 64.0 98.4 97.5 68.2 67.5 69.3 
94.0 9551 96.4 69.0 98.9 97.5 285 ee 73.3 
OT 99.0 100.1 77.4 98.6 97.6 78.2 Thess! 79.3 
96.1 99.0 99.8 86.3 O71 96.3 87.2 86.5 89.8 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
91.3 O25 90.5 99.8 98.8 101.0 107.9 110.3 109.2 
95.6 88.5 87.6 103.3 108.0 109.1 116.8 118.0 108.1 
101.0 90.2 90.2 igen 112.0 112.0 123.3 123.3 110.0 
105.9 93.3 93.8 118.9 113.5 112.8 127.5 126.7 112.3 
107.0 94.6 95.2 124.8 113.0 112.4 131-9 131.1 116.7 


Source: Statistics Canada, Aggregate Productivity Measures (15-204). 
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Reference Table 37 
Productivity and Costs, 
Business Sector Services-Producing Industries 


1946 — 1986 
(1981 = 100) 
sess. nnnnEEanEEnEEEEEnn 
Labour Labour 
Output Output compen- compen- 
Total Labour per per sation sation Unit 

Persons person- comp- person person- per person per person labour 
Year Output employed hours ensation employed hour employed hour costs 
BOs ci «cece 17.4 26.7 34.6 2.9 65.2 HOS taleO 8.5 16.9 
| OLY een 18.8 29.0 See 3.3 64.6 50.5 11.4 8.9 17.6 
BEA en. c cence 19.1 30.2 38.7 3.8 63.2 49.4 12.4 9.7 19.6 
MISO er vcs scates 19.9 31.0 39.5 4.1 64.0 50.4 13.3 10.4 PAO) 7 
250) rere 20.9 31.5 39.3 4.3 66.4 53.4 iebve 11.0 20.6 
9/5) See 22.1 32.8 40.3 4.9 67.5 54.8 14.9 Wea 224 
BI Zee eexsesiieis PRA S' 34. 1 41.8 5.4 68.5 55.9 15.9 13.0 23.3 
BED Ole, Sc. scsses 24.3 34.9 42.2 6.0 69.7 Bilal ea 14.1 24.5 
| by 24.7 35.4 42.7 6.2 69.7 57.9 17.6 14.6 252 
| 2/55) yee 26.7 36/5 43.7 6.6 133 Gis 18.2 lore 24.8 
BS Oe aici s eens 28.7 38.8 46.5 7.4 74.1 61.9 19.2 16.0 25.8 
yee 29.5 40.7 48.5 8.2 72.4 60.8 20.1 16.9 27.8 
SST eee 29.8 41.0 48.4 8.5 72.8 Gulag, 20.8 17.6 28.6 
MODY) .....sccess0s Biel 42.2 49.7 9.1 75.0 63.7 21.6 18.3 28.8 
ESS Oca ces casem 32.4 42.7 50.0 9.6 ont 64.8 22.6 19.3 29.7 
BOM esos ccarse. 33.6 43.7 50.7 10.2 76.9 66.4 23:3 20.1 $10). ) 
1 ae 35:2 45.3 52.3 10.9 77.6 67.2 24.0 20.8 Sale@ 
| ISS A aaeeeeeee SWae 47.0 53.8 alae 79.1 69. 1 24.9 Pilar 31,5 
BO Aes a esseons 40.0 49.1 55.9 12.8 81.4 Tila) 26. 1 22.9 32.0 
BEIG Dine cos: eu 42.7 52.0 58.8 14.3 82.1 T2260 27.6 24.4 33.6 
BIGGS: 5.202600. 46.0 54.7 60.8 16.2 84.1 75.6 29.6 26.6 Sor 
| OST / eee 48.0 56.6 62.9 18.1 84.9 76.4 31.9 28.7 37.6 
| ast aes 50.2 5s 62.7 19.4 87.6 80.1 33.8 30.9 38.6 
BEB OT eee cesses 53.1 60.3 65.3 21.9 88.0 Salas 36.2 33.4 41.2 
BHA trees csck 55.9 6dee 66.0 23.8 90.5 84.7 38.6 36.1 42.6 
CEO Eee 59.2 63.6 6vES 26.1 93.2 87.7 41.1 38.7 44.1 
| i ee 63.5 67.1 70.8 29.6 94.6 89.6 44.2 41.8 46.7 
BENS seco acacves: 68.3 Wales 75.3 34.1 95.7 90.6 47.8 45.3 50.0 
A Ns). cc xcais 72.3 76.3 79.9 41.0 94.8 90.5 Sh Tf Biles 56.7 
BOWS 5. sc cecines Ths: 78.9 82.1 47.4 95.6 92.0 60.0 SMT 62.8 
| AC eee 79.8 80.7 83.2 54.7 98.9 95.8 . 67.8 657, 68.6 
Te 82.5 84.4 85.6 61.1 97.7 96.3 72.4 Tes 74.1 
he 86.7 88.0 89.9 67.1 98.6 96.4 76.3 74.6 77.4 
CASE aan eee Oh 91.9 93.2 76.3 99.7 98.4 83.0 81.9 83.2 
“S130 eae 95.9 95.6 96.5 Size 100.4 99.4 i. 90.7 91.2 
1981 100.0 100.0 100.0 eee 100.0 100.0 100.0 100.0 


Source: Statistics Canada, Aggregate Productivity Measures (15-204). 
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Reference Table 38 


Productivity and Costs, 
Manufacturing Industries 


1946 — 1986 
(1981 = 100) 
Labour Labour 
Output Output compen- compen- 
Total Labour per per sation sation Unit 

Persons person- comp- person person- per person per person labour 
Year Output employed hours ensation employed hour employed hour costs 
0 20.3 60.6 69.2 4.3 33.5 29:3 Ue 6.3 245 
TT — Zere 64.7 43.2 uf 34.2 30.3 8.8 7.8 25.6 
AO feccoeeveneees 23.2 66.1 Hoot 6.6 35.0 30.8 9.9 8.8 28.4 
AS) 23.9 61.2 74.8 6.9 39.9 31.8 10.3 gi2 290) 
0 eee 25.4 67.9 74.9 7.4 37.4 33.8 10.9 9.9 29.3 
SY a 27.6 72.1 78.3 8.8 38.3 35.2 Wee We 31.9 
OE eeeacesv-s ss 28.6 USE 79.0 9.7 38.8 36.1 13.2 12.3 34.0 
i) ae 30.6 75.9 81.9 10.6 40.3 37.4 13.9 12:9 34.5 
Se -c.. =... 30.0 72.6 76.8 10.5 41.3 39.1 14.4 SEY 34.9 
BEV cseans eso 32.8 74.3 78.9 iS, 44.2 41.5 15.0 14.1 33.9 
BOONE cee neeisee 39.9 77.4 82.9 12.3 46.4 43.4 15.9 14.8 34.3 
BT ede ac: -+5.--- 35.8 77.8 82.2 13.0 46.1 43.6 16.7 15.8 36.3 
RTI O Pec. ccasace- 30.2 73.8 78.1 13.0 47.7 45.1 17.6 16.6 37.0 
)  ———— SHOU 74.6 79.3 1S 397/ 50.7 47.5 18.4 V7.3 36.4 
30 ae 38.4 73.9 78.4 14.2 52.0 49.3 19.2 18.2 37.0 
ee 40.0 73.3 77.0 14.4 54.5 51.9 19.6 18.7 36.0 
2. eee 44.6 (ES: 80.2 15.4 59.0 50-0 20.5 19.3 34.7 
HOG ........-0-+-0- 47.5 77.4 82.5 16.5 61.4 SAG 21.4 20.0 34.8 
BOA cance ceteesss sya 80.9 86.6 18.1 64.6 60.3 22.3 20.9 34.6 
BON e 5.0.0: Shes) 85.1 Sil 20.0 67.6 63.1 23.6 22.0 34.9 
i 61.2 89.2 94.8 22.6 68.7 64.6 25.3 23.8 36.9 
| OTe 62.6 89.9 95.1 24.0 69.6 65.8 26.7 25:3 38.4 
BOO ec. c.s0se0- 66.7 89.2 94.5 PAS If 74.8 70.6 28.8 PH (2 38.5 
OO. ......c:-:. 71.4 91.0 96.1 28.2 78.5 74.4 31.0 29.4 39.5 
OE. oc.c0.. 68.4 88.9 93.2 PANGS) 77.0 73.4 33.2 Sila 43.2 
ae Wall 88.8 92.5 31.6 82.0 78.6 35.6 34.1 43.4 
UIP rc. 5.0650: 78.6 Shes) 95.4 35.0 85.9 82.4 SSre S6ul 44.5 
ee 87.1 95.7 99:3 39.4 91.0 87.7 41.2 39.7 45.3 
IA accce.nsea: 89.7 97.7 100.7 46.0 91.8 89.1 47.1 45.7 Biles 
BNO cc. scccse 83.7 95.4 97.3 50.8 Sila 86.0 53.3 5253 60.7 
lt ——— 89.8 95.9 97.6 58.4 9377, O25) 60.9 59.8 65.0 
 —— 93.1 93:9 95.8 63.4 O92 SRA 67.6 66.2 68.2 
= 97.3 96.8 99.1 70.6 100.5 98.2 72.9 Tales} 72.6 
Se 101.0 100.3 101.9 80.0 100.7 99.1 79.7 78.5 79.2 
HOGO............... 96.5 100.0 ln 87.9 96.5 95.4 87.9 86.9 91.1 
Ds 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Oe 89.0 92.2 91.2 101.0 96.5 97.6 109.5 ONE 113.5 
SO PE os cens-i 94.0 90.4 90.5 106.3 104.0 103.9 117.7 Ws 113.1 
ey. 100.9 93.1 94.2 117.3 108.4 Over 126.0 124.5 116.2 
BOBO.............-. 105.7 95.2 96.6 125.3 Wahler 109.5 131.6 129.7 11825 
2 ae 107.5 97.1 98.7 132.1 110.7 108.9 136.1 133.9 122.9 


Source: Statistics Canada, Aggregate Productivity Measures (15-204). 
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The commercial/non-commercial breakdown employs the ‘‘standard industrial classification’ system used by Statistics Canada which organizes establishments according to their principal 


economic activity. The private/public breakdown classifies contracts according to the industry of the employer. 
Settlements in the construction industry are not available before 1983. Other than in the construction industry, prior to 1983, a ‘‘—”’ sign means no settlement. 


Annual data represent a weighted average of the quarterly rates, where the weights are the number of workers settling in the quarter. 
Source: Labour Canada, Major Wage Settlements, quarterly. 


Notes: Data refer to agreements which cover 500 or more employees. 


Reference Table 40 
Gross Domestic Product Implicit Price Indexes” | 


1947 — 1986 
(1981 = 100) 
Govern- 
Personal ment 
expendi- current 
ture on expendi- Gross fixed capital formation 
consumer ture ——_—  ——___ Exports Imports 
goods on goods Non- of goods of goods Gross 
and and Govern- resi- and and Terms of domestic 
Year services services Total ment dential Housing services) —_ services'3) trade product 
NSA Te uae: 22.0 10.5 20.8 19.9 20.6 1599 21.4 24.6 Sai 18.8 
1948 oe 24.9 12.0 23.6 22.3 23.4 18.5 23.5 PATETE 85.0 212 
1949............ 25.8 129 24.7 23.3 24.5 19.3 24.3 28.5 85.4 Zea 
950 eee: 26.6 13.4 2X8). if 24.1 25.6 20.1 25.4 30.6 83.2 2230 
1OGiiee es 29:3 14.9 29.6 28.9 29.3 23.4 28.3 33.8 83.8 25a 
NOM Cee pee 30.0 15.6 30.5 2O56 30.2 23.8 28.0 31.2 89.9 26.2 
Ko Lore Ree 29.9 16.0 30.5 27.8 30.5 24.0 27.4 31.3 87.6 26.2 
NOSASE es 30.3 16.6 30.4 27.9 30.4 23.8 PT 31.4 86.4 26.6 
1OS0m aa 30.3 Ue Siee 29.9 31.0 24.2 28.2 31.8 88.8 26.8 | 
195Oue oe 30.7 18.4 32.9 33.1 32.4 24.6 29.0 32.9 88.2 27.8 
NO Sie: 31.8 19.3 33.4 31.3 33.2 25.3 28.9 33.9 85.3 28.3 | 
19585... 32.6 ORS 33.2 29.7 333 25.2 28.7 34.4 83.4 28.8 
(OSC Ree 33.0 20.6 33.4 29.8 3316 Zone: 29.1 34.14 85.5 29.4 } 
(960K eee 33:3 213 33.9 30.1 34.1 AST 29.3 34.5 Boat 29.7 i 
TKS IST [ee cee 33:5 22.0 33.6 29.1 34.2 25.9 29.8 35.4 84.0 29.9 | 
19623 cae. 33.9 22.6 34.1 29.3 34.7 26.0 31.0 37.1 83.4 30.2 
1OCS 2 ..cc.. 34.7 23.2 35.0 30.4 35.6 26.6 31.3 38.0 82.2 30.9 
1OC42 =. Sos 23:9 36.3 31.3 36.9 27.8 31.9 38.3 83.4 31.7 
LOGO e eee. 36.0 25.0 38.2 33.4 38.8 29:3 32.5 38.5 84.4 32.8 ; 
(9662 oe 37.4 26.9 40.2 S583 40.7 Giles 33.4 39.3 85.0 34.4 { 
| 
URIS oes 38.9 28.7 41.2 39.6 41.8 33.1 34.1 40.0 85.4 35.8 
lOGSeeea: 40.6 30.5 41.6 35.8 42.3 33.9 34.6 41.1 84.2 37.1 
1OGO zee 42.3 33.1 43.4 37.3 44.1 35.6 Sa: 42.3 83.5 38.8 
UCAS a nesremmare 43.8 35, | 45.3 39.0 46.1 36.9 36.6 43.3 84.4 40.6 
SV as eke 44.9 SIKe 47.6 41.0 48.4 39.2 Sie), // 44.3 82.7 41.97%) 
WOR we ee. 46.7 40.0 50.6 43.3 Oileo 42.9 38.1 45.4 83.9 44.2 
19786. 2. 49.7 42.9 oon 47.9 56.5 50.4 43.3 48.7 88.8 48.1 | 
NOTA ee. 54.9 48.8 64.7 58.2 65.3 59.9 56a 58.5 96.0 55m 
Nios. 60.8 55.6 71.4 64.9 72.0 64.6 61.9 67.0 92.5 60.5 j 
ISAS osetseee 65.2 62.7 76.2 68.0 Ufo)! 70.2 63.6 67.5 94.3 65.8 
| 
RSH? = ome ae se 70.0 68.0 80.3 72.3 ‘Saleel 13.0 67.6 Lol 90.1 69:0 
SWAshes eee 15.3 73.0 84.6 77.4 85.3 ileal 71.0 81.8 86.8 74.1 | 
TCD octane 81.7 80.1 90.6 84.0 91.3 83.2 83.0 89.7 92.5 81.6 { 
1OSO sere: 89.8 88.3 93.8 91.1 94.0 90.2 94.4 95.6 98.8 90:2 
lO aaa 100.0 99.9 100.0 99.9 100.0 100.1 100.0 100.0 100.0 100.0 
(OB 28) ee: 110.2 111.6 106.1 107.1 106.0 102.2 101.9 104.7 97.4 108.7 
19833 Seaee WA 118.3 106.7 109.7 106.3 105.8 102.5 104.4 98.2 114.1 
1984520 ee 122.3 124.1 109.5 WES 109.0 AOS 105.4 109.8 96.0 17S i 
OSS eee Whey 129.4 113.0 116.4 WiZes 113.4 106.6 113.2 94.4 124% 
1OSC ren: 132.6 134.6 116.0 118.3 Wiser 122.4 104.0 RES 91.6 125.33 
{ 


() These implicit price indexes are currently weighted price indexes. They reflect not only pure price change, but also changing expenditure patterns within | 
and between major groups. The implicit price index for gross domestic product is derived by dividing the total of current dollars by the total of constant ' 
dollars. | 

(2) Excludes investment income received from non-residents. 

(3) Excludes investment income paid to non-residents. 

Source: Statistics Canada, National Income and Expenditure Accounts (13-001) 
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(per cent) 
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Reference Table 41 
Consumer Price Indexes: Standard Classifications 


1961 — 1986 
(1981'= 100) 
Health 
and Recreation Tobacco 
All Trans- personal and and 
Year Items Food Housing Clothing portation care reading alcohol 
31.6 26.2 32.3 40.6 32.4 31.8 38.6 37.2 
32.0 Zo, 32.7 41.0 32.4 32.4 38.9 37.6 
32.6 OLAS: 33.0 42.0 32.4 33.2 39.5 37.7 
33.2 28.0 33.6 43.0 32.7 34.3 40.1 38.4 
34.0 28.7 34.2 43.8 34.0 35.9 40.7 39.1 
35.2 30.6 35.1 45.5 34.7 37.0 41.9 40.0 
36.5 30.9 36.6 47.7 36.2 38.9 44.4 41.0 
38.0 32.0 38.3 49.2 37.2 40.5 46.2 44.8 
39.7 33.3 40.3 LOS) 38.9 42.4 49.0 46.4 
41.0 34.4 42.3 ILS 40.4 44.3 50.7 47.0 
42.2 34.4 44.2 Dee 42.1 45.2 52:3 47.8 | 
44.2 37.0 46.2 53.6 43.2 47.4 53.8 49. 1° 
47.6 42.4 49.2 56.3 44.3 49.7 56. 1 50:6 at 
52.8 49.4 53.5 Oileyi 48.7 54.0 61.0 53.4 a 
58.5 S\8).// 58.9 65.4 54.4 60.2 67.3 5SS | 
62.9 57.3 65.4 69.0 60.3 65.3 71.3 64.1 
67.9 62.0 Als 73.7 64.5 70.2 74.7 68.7 | 
73.9 LAE 76.9 76.5 68.3 US2 77.6 74.3 | 
80.7 81.0 82.3 83.6 74.9 82.0 82.9 79:6 
88.9 89.8 89.0 93.4 84.5 90.2 90.8 88.6 | 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 : 
110.8 107.2 WW 105.6 114.1 110.5 108.7 115.50 
Wil lo Wl 120.1 109.8 IAISES 118.2 Wie 130.0 
122.3 117.4 124.7 WAS 124.8 122.8 WISE a 140.6 
WMHs) 120.8 IZSLO 115.6 130.8 WAZ 124.5 154.0 | 
132.4 126.8 132.9 118.8 134.9 132.6 130.3 172.3 


Source: Statistics Canada, The Consumer Price Index (62-001). | 
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Reference Table 42 
Consumer Price Indexes: Reclassified by Goods and Services 


1961 — 1986 
(1981 = 100) 
Total 
com- Non- 
Total modities durables 
exclud- Total exclud- exclud- 
All ing com- ing Non- ing 

Year items food modities food durables food Durables 
Gt een renee 3) i146 34.0 Sie 38.8 20.5 31.4 50.7 
19G2e ee eee. 32.0 o4S 32.8 39.0 27.9 Slew BOE 
1SIBS eck: 32.6 Cyl 7/ 33.4 39.3 28.4 Silay 5OkS 
HOGA SL a Soe 35.4 6iSi.t8} 39.6 28.9 S24 49.8 
OGD: ces.c-c- 34.0 36.2 34.4 40.1 29.5 Sys 49.7 
1906s eee 85.2 Ouiee Gio 7 41.0 30.9 Sore 49.7 
NO Gi/ gee eee 6 {8)¢3) 38.9 36.6 42.4 SEO 34.4 ile 
HOO Ree, 38.0 40.6 38.0 44.0 32.8 36.2 iSyqle, 
1969n ea 39.7 42.4 39.2 45.1 34.1 Sie5 52.4 
LOO ae 41.0 44.0 40.0 46.0 34.9 38.4 Sen 
NOM fall eeeee ss 42.2 45.6 40.7 47.0 3516 39.6 53.9 
NO een aoe 44.2 47.3 42.5 48.0 HTLAS: 40.7 54.6 
SiS eae ae 47.6 49.7 46.3 49.9 42.0 42.8 5D.3 
TO Se ere ee 52.8 54.0 52a 54.8 48.1 47.6 59.6 
LOWE eae tee 585 59K5 5.8 59.9 54.3 53.8 64.1 
NOVO, sees, 62.9 65.1 60.6 63.9 56.9 58.4 67.6 
19S eee oe: 67.9 70.2 65.1 68.2 Gils 62.9 71.0 
NOW SMe sees 73.9 74.7 Ti Abse 22 69.1 67.4 75.2 
Th Shorea Bate? 80.7 80.6 WOKS: 78.8 76.9 Tvs 82.4 
WOSO Reames 88.9 88.7 88.4 88.0 86.2 83.3 91.3 
NOG ieee eo 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
(GS 2a eee 110.8 ibilets} 109.4 110.7 alae 116.6 105.6 
1iS33ne Wee 119.0 Ties WT 118.6 WATE | 109.8 
VOSA eee cae. 12273 123.8 120.7 122.6 Wer 134.2 113.4 
HOS Sete eae 127 129.0 125.4 128.1 ikea! 142.7 116.8 
W986i. eee oe 134.1 129.6 Ushi: 1oore 144.7 122.8 


() Includes new houses, property taxes, and mortgage interest, but excludes the commodity component of shelter repairs. 
Source; Statistics Canada, The Consumer Price Index (62-001). 
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Total 
services!") 
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NORIO INN Oye 2 CoO OV ON Ol CORE OOo 
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= 


Services 
exclud- 
ing 
shelter 


s+ 9 0.9 00 


BAR HPWWWHO WWNMNYNP 


DEM .O1O O&M 
AMW BAHDWHWHM MO=4GH— 


Non- 
durables 


Total 
com- 
modities 


Change in Consumer Price Indexes Reclassified by Goods and Services 


Table 42. 1 
1962 — 1986 
(per cent) 


Services 
Total exclud- exclud- exclud- 
ing com- ing Non- ing Total ing 
food modities food durables food Durables services shelter 


Total 
exclud- 


All 
items 


Year 
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Reference Table 43 
Energy Prices 


1960 — 1986 
(1981 = 100) 
Industrial 
Consumer prices electricity 
Natural Fuel Total 
Year Gasoline gas Electricity oil energy (>5000kwh) 
24.3 2 SS) 32.4 17.9 = = 
24.5 PIAS SPs. Ate a — 
24.4 27.8 S2i2 16.9 = — 
24.1 27.8 S213 16.2 == = 
25.2 27.8 S22 15.4 = a 
BSS) ZUES SAS 15.4 == = 
26.6 PACA 31.6 15.4 — = 
Tice 27.8 34.0 15.6 = = 
28.2 28.2 35.6 16.3 — — 
28.9 28.2 36.5 Gs = — 
29.6 27.8 39.6 Aa — — 
30.6 28.2 41.0 18.7 29.1 32.6 
30.9 28.4 42.1 19.9 29.9 32.9 
33.0 28.9 45.5 23.0 32.6 34.9 
38.4 31.8 ANE 29.7 37.6 38.9 
43.5 38.4 5200 Soul 42.7 42.9 
48.9 49.5 61.2 39.2 49.2 50.1 
53. 56.1 oS 45.2 Sore 65.8 
56.0 66.6 77.4 51.6 60.4 73.4 
61.8 TOL 84.1 58.0 66.3 80.6 
73.5 78.5 91.9 69.7 76.9 91.0 
100.0 100.0 100.0 100.0 100.0 100.0 
121.4 124.3 Wala! We 119.8 114.6 
128.8 136.8 121.0 134.7 129.1 125.0 
136.3 138.8 129.4 143.5 136.3 133.6 
144.4 139.8 135:3 155.9 143.9 139.7 
128.4 139.3 139.8 128.1 1336 144.7 


Note: Data for total energy and industrial electricity are not published for the period prior to 1971. 
Source: Statistics Canada, The Consumer Price Index (62-001); Industry Price Indexes (62-011). 
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gas 
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Change in Energy Prices 


Table 43. 1 
1961 — 1986 
(per cent) 


Year 


oOoMNst 
r-oro 


DONO 
ADWO 
Vata 


3:3 —17.8 -7.4 3.6 
rer 


—0.4 


—11.1 


BES ces bovessevevessses 


Reference Table 44 
Other Price Indexes 


1961 — 1986 
(1981= 100) 
Building 
World materials 
commodity prices!” Industrial product prices ——__—__———  _ Merchan- Merchan- 
a , Non- dise dise Terms | 
Non- Resi- resi- export import fe) | 
Year Total Food Total Food food(2) dential dential prices prices trade) 
— = 30.2 HES 31.0 — 29.5 30.9 38.1 813 
—_— — 30.6 27.9 31.2 —_— 29.2 B23 39.8 81.25) 
— —_— SiO 29.0 Sieo — 30.0 SPS, 40.8 79.5 
— — Sile2 29.1 31.8 —_ 31.4 Boal 41.0 80.8 
— — 3i6 29.4 OZI2 — 32.8 Soo 40.9 82.0 
—_ — 32.6 Sila 32.9 —- 34.0 34.3 41.6 82.45) 
— — Soe Sale SShI/ — 34.7 34.6 42.1 82.2 
— — 33.9 Siet 34.4 —_ 35.6 35.0 43.0 81.4 
— — S5r2 33.4 35.6 — Sie 35.6 43.9 80.9 
—- — 36.0 34.3 36.4 — 38.2 36.6 44.7 81.8 | 
23.9 19.2 o6a/, 35.4 37.0 42.3 39.5 36.4 45.3 80.3) | 
31.0 25.9 38.3 38.6 Bor 46.4 41.4 37.6 46.4 81.7 | 
is\0) 5) 40.6 42.6 47.2 41.6 525 44.7 43.1 49.8 86.4 © 
62.1 54.3 50.7 5oan 49.5 Dine 54.2 Sas 61.4 93:35 | 
53.9 49.0 56.4 61.3 56:3 59.1 58.0 63.0 70.7 89.15 | 
63.1 56.8 59.3 62.2 58.6 65.0 61.8 63.8 Wey 89.8 
76.5 TATE 64.0 66.5 63.4 69.9 65.4 67.4 78.3 86.1 | 
80.5 Valet 69.9 73.9 69.0 77.8 70.8 70.7 84.2 84.0 — 
98.2 92.0 80.0 Sorc 79.3 87.6 82.4 83.6 91.6 91.2 | 
115.6 113.6 90.7 92.1 90.4 91.0 90.9 95.2 96.8 98.4 | 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 | 
86.5 89.1 106.7 104.3 107.0 104.2 106.3 100.4 103.6 96.9 | 
SMS} 98.2 110.4 OWES 110.9 Wlale2 110.8 100.4 102.2 98.2 | 
96.4 104.0 115.4 lees WSst 114.9 ea, 103.3 107.0 96.6 — 
86.5 91.6 118.6 46 119.2 119.6 119.3 103.8 109.3 95.0 © 
90.5 99.5 119.6 119.0 119.6 129.3 125.9 100.4 108.7 92.4 | 


() The Economist. | 
(2) The Industrial Product Price Index for non-food includes alcoholic beverages. | 
(3) The index of the ratio of merchandise export prices to merchandise import prices. 
Source: Statistics Canada, Trade of Canada Exports (65-004); Trade of Canada Imports (65-007); Industry Price Indexes (62-011); and Construction Pric. 

Statistics (62-007). { 
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Reference Table 45 


Total Government Revenues 
National Income and Expenditure Accounts Basis 


1950 — 1986 
(millions of dollars) 


Direct 
taxes, 
Year persons 
WS SOR rants 915 
Ste ee WAS, 
TOS Caer ea: 1,588 
ICS eee ee 1,748 
iichey. eee Wn W7As 
NSS Oke es 1,855 
(S56RrE atin 2,127 
0 SYet eee 2,350 
195 OR ee ee 2,214 
1O5OR se 2,444 
ISGORsee ena 2,794 
neler eeeseaeees 2,944 
NOG25e ene 3,180 
WOOSR a 3,387 
NOC oe. 3,917 
ook wecc ta eccncce 4,431 
IOGO meres ee CE 
NOC pete ncd 7,009 
IS6Se ee 8,244 
OG OR 10,055 
ARS AO) snecteretener 11,547 
RSW T eee eeceontte 13,042 
NOW PRs bee 14,631 
KS YASh eee eg emce 17,041 
ASTRA tap Sees ae PN Sv 
DROW AS) tiecan coat 24,138 
UD AG sccssccepcacode 28,431 
Aree ncnarmcesnee 31,820 
US hek scores tense 33,723 
WAG, wrossongcose 37,400 
OS OReenee 42,803 
NOSE Reece 52,847 
IS825 ee. 58,943 
NOS Sieereene 63,605 
OSA recreates 68,299 
OSS reece 75,103 
1OSGe ees Sondii2 


(1) Canada Pension Plan (CPP) and Quebec Pension Plan (QPP) employer-employee contributions and investment income included in total government direct 


Direct 
taxes, 


corpora- 


tions 


993 
1,431 
1,403 
1,244 
1,115 


1,310 
1,443 
1,378 
1,350 
1,615 


1,588 
1,649 
1,753 
1,891 
2,101 


Zl 
2,355 
2,396 
2,852 
3,221 


3,070 


taxes, persons, and investment income respectively. 


(2) Includes CPP and QPP. Excludes intergovernmental transfers. 


taxes 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Transfers 
from 
persons 


Invest- 
ment 
income 


280 
285 


Capital 
consump- Total 
tion CPP 
allow- and 
ances QPP) 
201 —_ 
248 = 
265 == 
280 — 
293 —_— 
320 — 
365 — 
385 — 
404 = 
434 — 
465 — 
539 —_— 
579 — 
636 — 
683 — 
769 == 
865 724 
937 904 
994 1,040 
1,095 1,190 
1,206 1,327 
1,358 1,478 
1,495 1,657 
1,695 1,875 
eal PLiCA 2,313 
2,491 2,780 
2,795 3,282 
3,158 3,666 
3,523 4,231 
4,009 4,867 
4,556 5,670 
Sect 6,535 
5,881 7,808 
6,297 8,042 
6,724 9,016 
ese 9,892 
7,643 10,729 


Total 
revenues|?) 


116,308 
141,640 
151,347 
162,116 
178,233 


191,408 
205,986 


j 
/ 


{ 
\ 
| 
| 
I 


Reference Table 46 

Total Government Expenditures 

National Income and Expenditure Accounts Basis 
1950 — 1986 

(millions of dollars) 


Transfer 
Interest payments Total 
Goods National Trans- on the Capital to non- CPP Gross Total Deficit( —) 
and def- fers to public Sub- assist- res- and capital expend- or 

Year services ence") persons debt sidies ance idents QPP) formation itures surplus?) 
HODO!....:---- 1,928 493 1,023 544 64 10 14 — 497 4,080 554 
ee 2,811 palsy, 1,024 609 129 13 21 — 620 5224 826 
BIO 2 ee s.c+...- 3,620 1,800 1,343 651 102 14 28 — 847 6,605 57 
HODG..02.5:--.- 3,824 1,907 1,449 620 113 14 Ci —_ 755 6,812 83 
Sky 3,825 i aears 1,626 650 89 ie 23 —_ 865 7,091 —272 
BODO vaseese--- 4,036 1,760 1,719 664 86 8 36 — 949 7,498 —40 
IOOO...;....--- 4,426 1,802 1,746 718 127 / 42 — 1,138 8,224 272 
BOD .c.a....--- 4,573 1, 2os 2,052 774 120 29 sya) — 1,306 8,906 —19 
HOOG...:....... 4,854 1,661 2,605 826 150 18 67 —_— 1,426 9,946 — 1,078 
HO59........... 4,976 1,559 2,721 1,023 250 22 85 — 1,570 10,647 —601 
HO60)....:..... 5,281 1,546 3,090 1,093 314 17 74 —_— iiss il 4] 11,380 —670 
1S 6,166 1,611 2,724 1,184 345 25 Tif — 1,682 12,203 —875 
HOO2........--- 6,567 UNAS 2,928 1,316 388 48 60 — 1,900 13,207 — 762 
HI63).......... 6,923 1,558 3,000 1,431 434 93 89 —_ 1,973 13,943 —673 
NOG4........... 7,526 1,565 3,200 1,546 469 We 95 —_ 1,968 14,916 42 
HOOD.......:.-. 8,269 1,539 3,429 1,676 493 dao 119 — 2,430 16,590 157 
HO66).....:.... 9,643 1,689 3,759 1,862 674 91 195 15 2,842 19,066 361 
BOVE +..:...-: 11,092 1,786 4,678 2,080 673 Wiz 217 U7 2,982 21,839 38 
H96S......--... 12,685 1,797 5,461 2,390 680 123 170 Sif 3,013 24,522 329 
H969).......... 14,186 1,759 6,119 2,767 760 158 185 TATE 3,061 27,236 VES 
HO7O).......... 16,448 1,825 6,981 Sine 830 173 244 134 3,160 31,088 712 
Ti 18,228 1,881 8,272 3,622 865 274 249 200 3,705 Soe IO S2 
i — 20,136 1,889 9,935 4,137 989 308 279 284 3,968 SOR foe — 48 
SAC 22,851 2AS4 aes 4,788 1,214 SMT 318 406 4,255 45,016 1,119 
HOT 4....:.....- 27,480 2,503 13,858 5,425 2,796 381 407 542 5,436 55,783 2,851 
as 33,266 2,754 17,054 6,538 4,200 530 592 TILT 6,274 68,454 — 4,284 
MOON ...::..:: 38,274 31152 19,464 8,101 3,674 635 542 1,099 6,286 76,976 — 3,549 
oa 43,411 3,622 22,191 9,268 3,839 728 638 1,428 6,784 86,859 — 5,460 
MB: ..5.53-. 47,386 3,986 25,000 11,589 4,017 780 1,013 1,782 7,141 96,926 —7,633 
HOT YO... 52,286 4,129 26,435 13,810 5,477 829 767 2,174 7,399 107,003 — 5,543 
HO8O........... 59,250 4,795 30,466 16,790 8,233 1,077 817 ‘2,667 8,292 124,925 — 8,617 
Sh 68,792 5,516 34,958 22,268 9,499 1,231 875 3,285 9,242 146,865 — 5,229 
HOBO s....0...-. 78,655 6,654 43,629 27,072 9,340 3,168 1,063 4,022 10,588 173,515 —22,168 
BOS. ..c.... 84,571 7,102 49,947 29,419 10,015 4,660 1,194 4,861 10,350 190,156 —28,040 
HOS4........... 89,989 8,082 Sy PINT 35,075 12,024 4,133 Oval 5,776 11,345 207,854 —29,621 
HO8........... 96,374 9,480 58,486 40,531 11,488 3,788 1,643 6,715 12,685 224,995 —33,587 
MISO. ices: 101,198 9,424 61,956 42,428 10,166 3,638 1,796 7,619 12,673 233,855 —27,869 


") Included in goods and services. 

(2) Canada Pension Plan (CPP) and Quebec Pension Plan (QPP) benefit payments within Canada, administrative expenses and benefit payments abroad are 
included in transfers to persons, goods and services and transfer payments to non-residents respectively. 

3) Includes CPP and QPP. Excludes intergovernmental transfers. 

Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Reference Table 47 

Federal Government Revenues 

National Income and Expenditure Accounts Basis 
1950 — 1986 

(millions of dollars) 


Direct Capital 
Direct taxes, With- Transfers Invest- con- 
taxes, corpora- holding Indirect from ment sumption Total 
Year persons tions taxes taxes persons income allowances revenues 
LOO OU aera 806 847 54 Wale 7 133 58 3,020 
OO eee rete 1,158 1,242 56 1,494 6 143 66 4,165 
1OS25 Aeon 1,461 1,294 55 1,594 VE 205 i, 4,687 
195985. e eee 1,613 1,168 54 1,697 2 200 75 4,809 
1954 2n 2 eee 1,622 1,051 58 on2 1 187 Vik 4,608 
IMS elev iseerseanoscee 1,647 1,248 67 1,743 1 220 82 5,008 
TOSORe eee 1,910 1,364 69 1,970 i 296 88 5,698 
NO SYc estos ee 2,105 1, 1740 83 1,989 2 230 93 5,672 
ALS alot nat Pte cat 1,965 OS 48 1,906 2 285 98 5,409 
195 O eee Acces 2,183 1,340 74 2,120 2 316 104 6,139 
19G0 Bee e tee. 2,503 1,308 79 PAWS 3 336 111 6,517 
NOG Tiere ere 2,629 1,345 116 2,188 Z 377 122 6,779 
NGO 2a eee 2,605 1,314 125) 2,400 1 404 129 6,978 
NOOSse enn 2,730 1,412 ei 2,449 2 465 137 7,322 
1964 Ee cae. cam Sy 2 evs) 140 2,845 2 523 143 8,358 
NOCD eer. 3,332 ipoo2 167 3,245 3 543 155 9,097 
VIGO ene 3,634 1,774 204 3,570 3 636 172 9,993 
ISG eee eee 4,305 Us 7Asts! 218 3,705 3 T47 187 10,923 
SOS ae ee OZ 2,107 209 3,761 4 834 1h 12,237 
TOGO Re ae oo 6,503 2,402 234 4,028 2 il, Watts! 213 14,500 
VOLO sepa es 7,436 2,276 269 4,034 2 1,290 231 15,538 
SAN pekerern ae: 8,299 2,477 278 4,480 4 1,472 259 17,269 
NOUi2 ee roe ee 9,285 2,901 287 SZ 5 1,700 280 19,579 
VOUS eco Recreene 10,861 3,643 322 5,837 6 1,836 311 22,816 
NOY Aeon 13,538 5 O12 430 8,495 8 2,120 371 29,974 
UCAS ercerczantetaseee 15,231 5,380 465 7,970 8 2,323 440 31,00 
RSW AGH cements 18,042 5,061 504 8,726 11 2,635 500 35,479 
NOR Secor re 18,042 5,135 534 9227 13 3,144 572 36,667 
1OVS Bie ee 17,708 ST 582 9,850 15 3,743 640 38,275 
TOPOL eens 20/202 6,860 754 10,768 il 4,031 726 43,408 
TIC ISO ee ee ea 23,456 8,406 995 12,254 Ts 4,715 810 50,653 
TOSH Seale ae 29205 9,323 1,110 18,986 15 5,433 923 65,005 
1OS2ne eee 32,142 9,212 1,178 17,588 15 4,991 993 66,119 
1983.5. See cones. 35,479 9,536 1,043 16,303 16 6,201 1,056 69,634 
1984 eee 37,020 lipses 1,100 18,124 18 7,487 1,137 76,705 
O85 See ere 42,679 11,461 1,069 18,897 22 8,294 1,267 83,689 
IS8C6s3a5s eee 49,016 9,684 1,675 20,665 24 8,825 1,353 91,242 | 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Reference Table 48 
Federal Government Expenditures 
National Income and Expenditure Accounts Basis 


1950 — 1986 


(millions of dollars) 


Interest payments to other 
Goods National Trans- on the Capital to non- levels of Gross Total Deficit( — ) 
and def- fers to public Sub- assist- res- govern- capital expend- or 

Year services ence!) persons debt sidies ance idents ment formation itures surplus 
IDO! ccc... 923 493 615 427 60 1 14 251 19 2,370 650 
ee 1,634 ito 580 486 124 — Zi 259 90 3,194 971 
IO 2.27: 2,09 1,800 STS Sys) 96 2 28 368 193 4,492 195 
EO Uccecic.:-- 2,462 1,907 1,043 471 106 1 37 412 126 4,658 151 
WODA........... 2,316 WneZ70 1,165 482 84 1 23 430 153 4,654 — 46 
BOO. ..2... 2,364 1,760 1,229 487 SE 3 36 450 162 4,806 202 
IDO)... ):. ZONG 1,802 221 516 118 16 42 485 185 5,100 598 
BIO... 5 2013 1,765 1,460 531 108 20 52 521 PAE 5,422 250 
HOOG......2.... 2,524 1,661 1,893 568 131 13 67 663 317 6,176 —767 
HOOY.........:.. 2,387 1,559 1,782 733 229 19 85 880 363 6,478 — 339 
WO60........... 2,426 1,546 1,973 753 283 15 74 994 228 6,746 —229 
i 2,590 1,611 2,005 786 285 22 TE 1,128 306 7,199 —420 
MMD2........... 2,700 1675 2,110 865 322 45 60 1,134 270 7,506 — 528 
TGS....5..... PMO I 1,558 2,134 935 395 90 89 1,169 236 7,625 — 303 
BOOA........... 2,748 1,565 2,241 995 379 109 95 1,252 209 8,028 330 
q05........... 2,835 1,539 2,311 1,052 372 109 119 1,431 351 8,580 sylvé 
#O66..........: 3,280 1,689 2,484 Nedon 500 88 195 1,664 430 9,792 201 
MIO)......-..-- Sh SLT 1,786 2,918 1,245 519 99 PT 1,992 464 11,031 — 108 
BOS ........:-- 3,904 WOW 3,295 1,409 522 101 170 2,302 500 12,273 — 36 
HOO9........... 4,231 1799 3,598 1,589 Soo 136 185 2,726 486 13,506 994 
MOTO... 2. 4,530 1,825 4,057 1,862 589 147 244 3,397 465 15,291 247 
Ti 4,940 1,881 4,684 1,974 Sis 220 249 4,323 505 17,408 — 139 
MOU 2.......--+- 5,382 1,889 6,186 2,253 596 244 PETS 4,558 613 20,109 — 530 
_ 6,026 2,134 7,008 2,518 738 278 Shall 4,807 692 22,382 434 
BOW 4........... 7235 2,503 8,705 2,961 2,060 248 403 6,165 929 28,706 1,268 
i 8,380 2,754 10,620 SVL05 3,294 320 588 USSTAS 1,063 35,640 — 3,823 
Wo O....2:..... 9,677 Slb2 lalpose 4,519 2,502 418 537 8,522 1,108 38,816 — 3,337 
I 11,176 3,622 13,089 5,101 2,364 539 630 9,967 1,144 44,010 — 7,343 
a 11,997 3,986 14,647 6,410 2,401 610 1,003 10,875 1,186 49,129 —10,854 
Os. ..:... 12,718 4,129 14,657 8,080 S.o32 606 756 11,754 888 52,791 — 9,383 
H@oO........... 13,901 4,795 16,470 9,897 5,646 ES 804 12,831 992 61,316 — 10,663 
BIO N.......:-.- 16,484 S506 18,684 eh S38) 6,634 900 859 14,087 933 72,320 —7,315 
HIG?........... 18,858 6,654 24,380 16,675 Sihitel 2,008 1,043 15,844 1,270 86,400 —20,281 
MIOS....20-.-- 19,555 7,102 28,079 17,412 5,662 3,599 1,170 17,637 ons 94,627 —24,993 
MOS... 21,399 8,082 29,608 21,320 7,473 3,369 1,543 19,905 2,503 107,120 —30,415 
HOGO........... 23,834 9,480 31,681 25,285 6,368 2,984 1,611 21,746 2,146 115,655 —31,966 
HOG........... 24,078 9,424 33,248 26,434 4,794 2,469 fate PAA AL NT 2hos 116,049 —24,807 
nana etait sey Be ea ee) ea ee pe ee a ee ee 


| Included in goods and services. 
Source: Statistics Canada, National Income and Expenditure Accounts (13-0014). 


83 


Transfer 


Transfers 


Reference Table 49 
Federal Government Debt 
Public Accounts Basis‘” 
(millions of dollars) 


Public debt charges'*) 


Gross Net Unmatured 
Year debt!) debt!” debt!” Gross Net 
15,940 10,396 13,890 Site. 394 
16,861 11,447 13,188 508 301 
Zoe 14,597 16,786 832 524 
BEV SIS 15,430 17,916 915 603 
25,139 16,599 18,638 993 627 
26,217 16,914 18,871 1,050 627 
26,815 16,611 18,883 i ls, 672 
28,239 16,781 19,477 ily Ike 663 
29,824 17,509 20,227 1,286 674 
32,034 17,909 21,665 1,464 769 
Cicwae-| UFfslswe7e 22,060 1,694 834 
SH, WATE 18,357 24,803 1,887 887 
41,184 19,899 27,163 Pale, 977 
44,707 21,574 28,942 2,300 1,035 
47,556 23,573 29,063 2,565 WilG4 
52,883 25,582 32,956 3,238 1,436 
59,820 SUS, 37,546 3,970 1,887 
67,331 37,616 42,356 4,708 2,298 
79,887 48,042 51,383 SEK | 2,939 
96,964 60,659 66,347 7,024 3,965 
104,881 72,159 TATA 8,494 4,835 
120,446 85,681 82,948 10,658 6,298 
1IK37/, OT ASS 100,553 92,949 15,114 10,050 
166,203 128,369 116,318 16,903 12,287 
199,497 160,768 142,637 18,077 13705 
EXC TE TAZ 199,092 172,432 22,455 18,203 
269,286 233,496 200,694 25,441 21,702 


(1) As at March 31 of each year. Unmatured debt figures are net of the government's holdings of its own debt. Data for gross debt and net debt for years prio 


to 1962 are not entirely consistent with those for later years due to changes in accounting practices. Revised data are available only from March 1962. 
(2) Fiscal year ended March 31. 
Source: Public Accounts of Canada. 
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Reference Table 50 
Federal Government Debt Relative to GDP 
(per cent of GDP)” 


Public debt charges‘) 


Gross Net Unmatured 
Year debt?) debt!) debt?) Gross Net 
I 5 REI ccc ach vo RS TAS) 46.7 62.3 2.3 1.8 
Ses ous < ER te aah noc Oe lee 34.8 40.1 Ales 0.9 
(SEL ne ean, ener ee 53.6 Slonif 41.1 2.0 1.3 
BMI aos il seers sits tecacertaatesasecdvecs 52.6 34.7 40.3 2a 1.4 
REMI 5 oes cvck oot Aon rout ot 52.7 34.8 39/4 2.1 1.3 
3 uaa eee a 50.2 32.4 36.2 2.0 ae 
ME ee 555 sac oncuct been cece vves natn .aees 46.6 28.9 32.8 1.9 1.2 
os. cs hob. ta ete czeics ue cneerendt 43.9 26.1 30.2 1.8 1.0 
NN BE RU eh coors Pinteeneh 43.2 25.4 29.3 1.9 EO 
DE ME ee deca y or eee cccee <1 A ls cost 42.5 23.7 28.7 1.9 1.0 
0 O)..o 56S nee 40.1 2)1\ 26.6 2.0 1.0 
1 ose en Re ee 41.7 20.6 Piss) Za 1.0 
ayo ee SEER ee cm VSS! 20.5 27.9 Pie 1.0 
orc ec oe aputneatioreeat 41.2 19.9 26.6 2.1 1.0 
1 AL 35g REE cose SH Ans! 18.5 22.8 2.0 0.9 
DUNT oc sons ehndeeete bec eeten sows cee vues 34.8 16.8 21.7 eal 0.9 
2 yo 3S ee 34.9 18.3 21.9 PS: es 
1 soi, ot 34.0 19.0 21.4 2.4 1.2 
RN PE foo corte ceca cneet a ieaurseeceee 36.7 22.0 23.6 eS 1.3 
OM UE eed nay Se aged foes ea 40. 1 25.1 Bil 3) 2.9 1.6 
© 8D). ae aeRO 38.0 26.1 26.0 Bal 1.8 
OE eos ccgite Resets a 38.9 27.6 26.8 3.4 2.0 
I eae ster snus tesse cSt o8 38.6 28.2 26.1 4.2 2.8 
OG sneak eee 44.4 34.3 Sala 4.5 3.3 
StL A nn 49.2 39.6 35.2 4.5 3.4 
132). aa Ane gg a Bye} 44.7 38.7 5.0 4.1 
© 2S se. oan a eae ee ae ir ER 56.2 48.7 41.9 aye} 4.5 


() Calculated using GDP of calendar year preceding the fiscal year-end. 

(2) As at March 31 of each year. Unmatured debt figures are net of the government's holdings of its own debt. Data for gross debt and net debt for years prior 
to 1962 are not entirely consistent with those for later years due to changes in accounting practices. Revised data are available only from March 1962. 

(3) Fiscal year ended March 31. 

Source: Public Accounts of Canada. 
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Reference Table 51 

Provincial Government Revenues 

National Income and Expenditure Accounts Basis 
1950 — 1986 

(millions of dollars) 


Direct Transfers Capital 
Direct taxes, Transfers Invest- from other con- 
taxes, corpora- Indirect from ment levels of sumption Total 
Year persons tions taxes persons income government allowances revenues 
CoO aa oe Mesece, 102 146 Sis) oil 89 261 62 1,226 
Ol arene noe 121 189 fs) 60 les 270 80 1,412 
ISS 2 ee ccre tee Wz 109 607 61 140 378 81 1,503 
LOD Seer meet oe: 135 76 652 64 154 424 83 1,588 
OSA Geta sete: 154 64 690 56 165 443 88 1,660 
WO Sern etna eee 208 62 762 a9 186 465 100 1,842 
OSG a eens 217 79 864 72 221 494 125 2,072 
NOS eee te 245 208 958 78 240 533 129 2,391 
(S56 vec oe 249 245 1,016 94 234 657 132 2,627 
1950 eens 261 Zio 1,087 191 264 880 143 3,101 
\OCOS eee ee, eee 291 280 1,131 197 287 979 154 3,319 
NOG See nee 315 304 1,270 211 296 1,110 164 3,667 
ISO2A oe ee Sho 439 lowe 217 339 1,105 lesz 4,424 
OG Saree ee 657 479 1,713 225 371 1,134 199 4,778 
NOGA eee 788 925 2,006 261 397 1,217 216 5,410 
1G Sas eee 1,099 545 2,265 Silks 467 1,379 256 6,324 
ISOG Sane ee 1,444 581 2,622 SiSh 505 1,593 293 7,369 
1 leyfeantes semen 1,855 638 3,019 367 590 1,951 310 8,730 
1OGS ee ee 2,194 745 3,447 541 703 2,320 325 10,275 
196 Oeste 2,545 819 3,933 776 859 2,678 355 11,965 
OO reece 3,057 794 4,263 1,007 1,029 3,347 393 13,890 
Oi filaoaate eee: 3,640 869 4,566 1,031 1,211 4,274 432 16,023 
NOUR avert Ie 4,156 1,019 5,261 956 1,397 4,449 480 17,718 
OA ORE ee 4,875 1,436 6,198 984 1,818 4,734 560 20,605 
NOM Agence eee 614d 2,039 7,236 1,038 2,909 6,054 TS 26,142 
NCHS ieeretietrnctesncen 7,001 2,114 7,547 1,046 3,694 EOE. 890 29,869 
AOL OR ee ee 8,184 2,067 9,077 1,348 4,370 8,369 976 34,391 
197 (ee ey 11,365 2,103 10,039 1520 5,201 9,665 1,090 40,984 
UNSW AS ini Baornepeacse 13,289 2,451 10,419 1,849 6,749 10,591 1,226 46,574 
ANS AS eect et: 14,061 3,178 11,912 2,056 8,438 ious 1,383 52,543 
SS Owe eee 15,806 3,672 1350115 2,247 10,266 12,641 1,607 59,254 
NOSi Mewes cee 19,661 3,473 Hosoi 2,475 lew23 133955 Ups z 68,520 
TOS 2a eee eee. 22,058 2,543 17,940 2,796 13,004 15,647 2,106 76,094 
TOSS ree eevee 23,540 2,784 20,258 3,184 14,477 17,295 2,268 83,806 
1984 ce see 25,636 3,669 22,362 3,390 15,736 19,561 2,479 92,833 
198 Due eens 26,728 4,013 24,573 3,404 16,047 21,401 2,508 98,674 
SS OR iieeres 29,850 4,299 26,810 3,632 14,846 20,785 2,609 102,831 | 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Reference Table 52 

Provincial Government Expenditures 

National Income and Expenditure Accounts Basis 
1950 — 1986 

(millions of dollars) 


ee 


Transfers 
Interest to other 
Goods Transfers on the Capital levels of Gross Total Deficit(— ) 
and to public assis- govern- capital expendi- or 

Year services persons debt Subsidies tance ment formation tures surplus 
LL Ln Dna 
RO A ec-s2-.-...-. 391 384 163 4 S) 171 196 1,230 —4 
SRO ee .:=-..--.-: 470 416 78 5 13 197 2e9 1,408 4 
2 502 334 83 6 12 215 290 1,442 61 
os) 498 368 88 i 13 242 265 1,481 107 
A cs 2.5. 519 417 94 5 12 259 301 1,607 53 
As ae se... 578 449 93 11 5 327 351 1,814 28 
BO Mees 2 06... 688 485 101 9 11 362 460 2,116 —44 
91 ee 703 547 116 12 ) 452 536 2,375 16 
BO tcc ..5...-- 816 658 apatte) 19 5 545 519 2,677 — 50 
120) 907 874 121 21 3 622 566 3,114 —13 
OO etise. Js... 986 1,044 143 31 2 714 612 3,532 —213 
0 ae 1,043 640 160 36 3 1o2d 546 3,948 — 281 
2 1,066 734 184 39 3 1,829 625 4,480 —56 
Papi .c......... 1,214 778 202 46 3 1,965 659 4,877 —99 
BSG ieee... 1,326 870 238 Sy; 3 2,221 776 5,491 —81 
BOM ey .2..<:. 1,503 1,024 271 85 6 2,560 875 6,324 
SHO ars 3... 1,884 1,173 317 139 3 3,041 986 7,543 —174 
Oe 2,353 1,647 385 118 18 3,506 1,046 9,073 — 343 
Bt tee... 2,798 2,003 485 119 22 3,958 958 10,343 —68 
OO Fee 2.0... 3,084 2,310 638 148 Ze 4,434 1,025 11,661 304 
Bea y..2...:.. 4,158 2,588 761 173 26 5,394 1,046 14,146 — 256 
Biles. .x5s..... 4,726 3,134 920 268 54 5,999 1,409 16,510 —487 
PRO. oss 6. 5,340 3,227 Up WAL 303 64 6,823 1,556 18,440 —722 
PERT -s.-:-0+.-+-- 6,115 3,554 1,404 370 99 7,540 1,637 PQ TANS, —114 
Gee... 708i 4,402 1,545 601 133 9,100 2,069 25,431 711 
| 9,661 5,410 1,839 747 210 11,284 2,418 31,069 — 1,700 
OS Sr 10,839 6,568 2,327 987 PV 12,724 2,182 35,844 — 1,453 
ae 12,541 7,416 2,690 1,254 189 15,083 2,384 41,557 —573 
BO gcc co... 14,031 8,274 3,452 1,350 170 15,626 2,653 45,556 1,018 
Penn... 16,075 9,276 3,902 1,854 223 18,279 2,940 52,549 - 
Ce 18,877 10,950 4,828 2,175 302 Toone 3,162 59,806 — 552 
2) ee 21,860 12,596 6,185 2,452 331 22,496 3,676 69,596 — 1,076 
BE Ort ie sis... 24,938 14,749 7,765 3,025 615 26,581 4,092 81,765 — 5,671 
BBO eis. .5:1-.-- 27,651 16,409 9,045 3,817 1,061 28,427 3,660 90,070 — 6,264 
Aree. .5.5.... 28,970 17,694 10,667 3,985 764 29,503 3,705 95,288 — 2,455 
BOBO 00. -s..0-.s 30,642 19,444 11,906 4,532 804 31,8 19 4,634 103,781 — 5,107 
ADO ccccye.c2-s. 32,952 20,392 12,518 4,757 1,169 33,023 4,445 109,256 —6,425 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Reference Table 53 

Local Government Revenues 

National Income and Expenditure Accounts Basis 
1950 — 1986 

(millions of dollars) 


Transfers Capital 
from other consump- 
Invest- Transfers levels of tion 
Indirect ment from govern- allow- Total 
Year taxes income persons ment ances revenues 
AS Lo OM Ae a eA deh Pah OR 499 58 4 172 81 821 
RN Acad 0 ea Merten emer ance sche etme 608 25 | 199 102 945 
MOS iets cet nce oe eeenerencd, StC cree 700 23 14 218 143 1,068 
NODS ioe teenth id weston ere re a ohare ee 758 24 18 245 22 1,167 
OD Bred. comncrcery sence Sere nesee cura ata ace 829 21 16 261 128 1,256 
WOOO Saen tte GurcnNen ee ne mtn aes 902 14 19 334 138 1,407 
NO SG i tedeer occa anes 1,024 20 24 371 ey: 1,591 
NOS erie aciteteteas teeter eect 1,148 20 26 468 163 1,825 
WO SO reece ote nciare meee men ea dane a 1,264 23 28 568 174 2,057 
i IAo ESXi tek Meo ndlnnes ns eh 1,444 24 31 646 187 2,332 
iG OO Ra icrtvae saiasas’ oesatece ee seen ee 1,593 26 34 746 200 2,599 
AS LV hee, ORenee arnraea ena Bc anaes. 1,654 46 32 859 208 2,799 
VO O 2 betrsatie. ana eee nent tiest cry tere 1,785 49 35 1,091 223 3,183 
NOG Sie. Wena ewer ae ire 1,900 59 38 1,181 245 3,423 
1 ACLS: bh 2 een ee aR Ost 2 Ie ce RO Dt es 1,975 58 43 Ocal 264 3,661 
qe Le hs year ee ge RRS 2, ee ER Re 2,164 66 on 1,514 292 4,087 
NG OG ery tircictcn eee teers 2,400 70 56 1,868 329 4,723 
NOG To vecrcntia turin Mme auanetere 2,678 82 63 2,082 362 5,267 
NGOS et atk oe en ene ree cece cree 2,992 95 isp?) 2,300 387 5,826 
TOGO arch aabtyenmrrattcon variates 3,343 110 44 2,534 431 6,462 
LCT AO), pene ree cette bec SER ees 3,628 125 46 3,180 476 7,455 
WDA Kerocteastarceteces since teem ce sehen oan 3,872 152 49 Sisters: 550 8,206 
QZ rece tertak crcae meter eat ce 4,234 166 51 4,069 607 9,127 
HORS Sree contre cs keene 4,490 190 56 4,501 681 9,918 
OAR ae sho ch cect meee ae tan On ee 4,932 260 Sir 5,307 820 11,376 
TOG Sa esr ee ene aes 5,770 270 61 6,699 960 13,760 
BROW (CHA ARBRE ten PARI A casi) ea nna) 6,863 334 76 soo 1,096 15,725 
OIA oda icen icc one ean eer a heLon 343 85 9,153 1,243 18,585 
CAS Rae ARR Oe RE is Si He EMR ee 8,567 428 88 9,366 1,380 19,829 
LOO recta mee ee eon en dete 9,432 626 112 11,310 eevee) 23,059 
TICLE AO): Ret aR hee RENEE 6 Oa ES 10,236 764 136 ikece WAZ: 24,233 
Ro LS | tee Rena ne ls. = 2 RR 11,659 Teed 154 13,205 2,025 28, 160 
NOG 2aeete rac pice nee ce eee cas eee 12,720 1,148 166 15,384 2,266 31,684 
TKCLS 5S koe DR RA 89. ou Rett 13,589 1,044 es 16,366 2,407 33,581 
ee Si aay Ca ARR RH ate Ae Sie RNP 14,561 1,216 181 16,513 2,498 34,969 
NWGOO Reet faces eee Mere cle cae 15,474 Wess) 185 18,101 2,769 37,784 
VOSG eee eee tere 16,614 1,286 187 18,948 2,924 39,959 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Reference Table 54 

Local Government Expenditures 

National Income and Expenditure Accounts Basis 
1950 — 1986 

(millions of dollars) 


Transfers 
Interest to other 

Goods Transfers Transfers on the levels of Gross Total Deficit(—) 

and to to public govern- capital expendi- or 

Year services persons business debt ment formation tures surplus 

614 24 0 42 lit 222 913 —92 
707 28 0 45 13 301 1,094 — 149 
803 34 0 53 13 364 1,267 — 199 
864 38 0 61 i) 364 1,342 —175 
990 44 0) 74 15 411 1,534 —279 
1,094 41 0 84 22 436 Onn —270 
cen 40 0 101 18 493 1,873 — 282 
l,oov, 45 0 127 28 553 Pe ai, — 285 
1,514 54 0 143 ali 590 2,318 — 261 
1,682 65 0 169 24 641 2,581 — 249 
1,869 3 0 197 Wes 671 2,827 —228 
1,917 79 24 223 34 680 2,957 — 158 
Palas) 84 Pall Zou) 28 847 S002 — 169 
2,308 88 33 266 33 926 3,654 —231 
2,563 89 30 294 31 834 3,844 — 183 
2,923 94 36 334 OT 1,054 4,478 —391 
3,288 102 85 SL3 51 hess 5,084 — 361 
3,758 113 36 429 70 eee! 5,680 —413 
4,334 148 39 474 64 1,338 6,397 —571 
4,968 160 57 516 66 1,037 7,104 — 642 
5,594 232 68 595 64 1,425 7,978 — 523 
ley 282 84 695 64 1,550 8,807 —601 
6,700 274 90 Te 69 eis: 9,430 — 303 
7,624 285 106 825 60 SAA 105741 —6§53 
8,840 256 135 873 61 2,145 12,310 — 934 
10,589 303 159 943 70 2,485 14,549 =789 
12,454 S76 185 1,194 71 2,650 16,881 — 1,156 
14,072 330 221 4d 70 2,910 19,014 — 429 
15,101 378 266 1,663 84 2,897 20,389 — 560 
16,617 413 291 Wise 116 318s 22,372 687 
18,402 479 412 1,983 129 3,636 25,041 — 808 
20,949 529 413 2,236 205 4,049 28,38 1 —221 
23,845 621 538 Zou 156 4,532 32,203 —519 
25,348 752 536 2,825 165 4,290 33,916 — 335 
26,619 816 566 2,946 179 4,239 95,009 — 396 
28,037 844 588 6, 187 181 5,076 37,913 —129 
29,392 894 615 3,316 208 5,229 39,654 305 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Reference Table 55 
Hospital Revenues and Expenditures 


National Income and Expenditure Accounts Basis 


1961 — 1986 
(millions of dollars) 


Invest- 


ment 
Year income 
1G ileee 2 
(WSG2ee. S 
OG Geeta. tees 4 
1964. 4 
SCS ee 4 
1966.. 5 
NO Oise es 5 
NOG Seen sea: 5 
1OOGR ce ee 6 
WOO ieee ee oe if 
NO Gales ser sce if 
Nears Sie sa: 9 
OSB i anaes 9 
NOTA Reece dnc iS 
NESS eee ce os 15 
WO Gises coconces: 30 
Oa petetes eee: Sif 
WOW Bismeasces ar: 42 
LOGO eer 57 
LOSO se ees 66 
nic ye) eee 92 
liS}s a= Sane 101 
OS Siew 89 
O84 ee 97 
IO BSier ede. 99 
HOS Oe ee coe tocc: 100 


Transfers 
from other 
levels of 


Revenues 


Trans- 


persons 


HAHAH HBPWOWHO WWWWPD 


101 


Capital 
Consump- 


tion 


allow- 
ances 


757 


Total 
revenues 


765 


Source: Statistics Canada, National Income and Expenditure Accounts (13-001). 
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Goods 
and 
services 


616 
686 


Expenditures 


Interest 


on the 
public 
debt 


Gross 
capital 
forma- 


tion 


150 
158 
152 


Total 
expendi- 
tures 


Deficit( —) 
or 


surplus 
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Reference Table 58 (continued) 
Government of Canada 

Statement of Financial Transactions 
(Fiscal year ended March 31) 

1982 - 1986 

(millions of dollars) 


1981-82 1982-83 1983-84 1984-85 1985-86 
| Budgetary Transactions 
A Revenues 

Personal income taxa... 2.2. ee 24,046 26,330 26,967 29,254 33,008 
Gorporate income taxc......7.26-e8s. 8,118 7,139 7,286 9,379 9,210 

Unemployment insurance contribu- 
tlOhS A ee 4,753 4,900 7,259 7,553 8,712 
Non=resicgient: taxes coe eee ees 1,018 998 908 1,021 1,053 
EXCIS Taxes anaidulleSi a. eee sn ee 11,322 10,629 12,047 13,698 16,143 
MENG WiLAXCS 8 cecsee chee, tocme eee sen tee 4,521 5,147 4,168 4,479 3,348 
Other taxes ss. ee ee er ee 120 132 126 107 126 
Return on investments ...............:0c0c0e 5,064 4,616 4,372 4,252 3,739 
Other non-tax reVenue ........ eee 1,039 814 1,078 1,148 1,484 
TWOtal TevenUeSins. nem. cco ee 60,001 60,705 64,211 70,891 76,823 

B Expenditures 
Economic and regional development... 9,801 11,590 12,074 14,851 11,823 
Social development 

Old age security benefits ........00.00....... 8,585 9,643 10,406 11,418 12,525 
Unemployment insurance benefits... 5,446 9,823 9,782 10,052 10,029 
Established programs financing ........ 6,013 ASE 7,816 8,822 8,980 
Canada Assistance Plan..................... 2,298 2,832 3,288 3,745 3,916 
OUNG reer Cent heen eee eer et 11,450 14,292 15,355 16,533 16,409 
SUb=tOtalie. 5st ss ecn ee eee eee 33,792 42,327 46,647 50,570 51,859 
RiscallanrangementSie sare se 4,750 5,597 5,983 5,985 5,941 
Externaliatfairs seu. see onan emer k a: 1,814 2,037 2,358 2,639 2,479 
DelENnCE ac ern! watt Nee ene era, 5,989 6,938 7,843 8,762 9,094 
Parllamenmtitcc.cavecree a are een see. los 169 180 196 198 
Services to government ...............0:::e 3,460 2,960 3,448 3,757 4,392 
SUb=tOtalera een ee ee ae 59,759 71,618 USEC: 86,760 85,786 
PUbICIdeb te severo teen vete en ner tec 15,114 16,903 18,077 22,455 25,441 
MotalexpencitUies-e1-1--- eee eee 74,873 88,521 96,610 109,215 td i224 
Budgetary surplus or deficit (—) 0... cece — 14,872 — 27,816 — 32,399 — 38,324 — 34,404 


94 


COE — 
6L I 


vie 
v9 


S6l 
S68 — 


9861 


c69 
JES) 


cLl 
6€ 


v9e 
Oe 


S86! 


v86l 


eset 


c86l 


L861 


0861 


6261 


8261 


ZL61 


J2}0}-QnS 
Ee eds en ae rt eee jul 
SuOl} 
-eziuebio jeuolyeUsa}U| 
ER SS leas een saujunoo 
Huidojaaap 0} sueo7 
PTeCTTT ETT uoljesOdiog 
juawdojaAeq epeueg 
Pee eee eee uoisuedx 
d!lwOUddF jeuo!|bey 
te ae SUEO} 
juawAo|dwe-9oueUl4 
SURO] JOUIO 


jaulO 
Nett en aces epeue olled 
UOIPEJIOGIOD JUSWISSAU| 
juswdojaaeq epeueD 
sew eawecverevereseeeoueseresesns sKem 
-!2Y JBUOleN UBIPEUBD 
epeuey jo Afieug o1lwoly 
ES Beene ePeURD JI 
SUOI}EIOGJOON UMOID JEUIO 


je101-Gns 
yueg juawdojaAeq 
sseulsng |eiepe 
“uolyeJOd1OyD |IpaiD wey 
oe eecers Pacccecncsecevcass uolye1od 
-109 Juewdojareq YWodxy 
‘gs uoljeJodioD BulsnoH 
pue abebuopy epeueg 
ale-sinlajstwin’ele'aini¢.n winla's @elbisvey’ uoiyesodioy 
aoueinsu| ysodeg epeueD 
suolinyiysul Bulpue7y 
saiouebe 
pue suoljes0diod UMOID 
saoueApe 
puke S}UsWUJSeAU! ‘SUEO] VY 
suonoesues Aiejaipng-uon \| 


(SJe|]OP JO SUOI||IW) 
9861 — ZZ61L 


(LE yYoeW pepus JedA jeosi4) 


SUOI}OBSUBI] |EIOUBUI4 JO JUDW9}2}S 


epeues jo }UB@WUJ9AOS) 


(panuljuod) gg sjGe] SOUSIEJOY 


95 


pa 8 SS SS ee 


ovl'Y €cS'8 002'L €20'V 9E9'S S8v'e OLE'l SOr'l LL6'1 GUL qe ee aie sjuswasinbed 
Aseya6Bpnq-uou jej}o] 


Gpe'l— —— €89'2 LL0'e 669'1 690'€ e6€ 991 Gee — y00'h 656 *SUOHOBSUEL} JOYJO [E10 L 
ey 991 Ta €9 E16 6LI E92 — Ovl LLL GAS eel ee eee 19410 
88r— QLe 91g 80z 62 6 90S ee — 29 i aie nses aii S19pJ0 


AQUOW Pure S}JUBLIEM 
sanbayo Bulpuels}no 


68l cen 689 ool oF €69 — OSs € eheiL = 69 eae ore aes yisued} Ul YSeD 
€99— LSE L 998 60S BZt GL. L6 vié LoG— Coo ae SOUe|eS pansooe 
pue ajqeAed sjunoooy 
vee — 962 v88 GLO'L €€6't 98l Com 60S — vO6 969 ]qep poinjewW PUP }Se8l9}U| 
SUOI]OBSUBI} JOUIO =O 
9Pr'S LEL'S €6S'7 928'2 €L0'v L9Z'€ 062'2 ELS‘? G6E'? G6COi n= ~ “OHEGeaeaeee $}UnN09908 
asodind payloads |jejo, 
Lov 99¢ 99¢ yov— 616 ov 68 09 BL Cl  —harerae lig sjunos0e 
1snJ} pue yisodeq 
Loe 60€ LLé vee — oS= Bel Blt 99€ O€Ee Fol = es junoo90e 
UO!]O9}|OO Xe} |BIOUIADIg 
Se S 9SS'V 0S0'r vL9'e Oras L8v'2 €80'2 280'2 Z86'1 COL! wna sjunoooe uolsued 
pue aouejnsu! ‘Ajinuue je}O 1 
96 ol CAS) 8V LV a4, 8k Zt Sl Ol ta chic aan ne ety cn ark: 49U1O 
Go — 6c— 9g — Co Lo— Saw Uh Ok= Cine A Phy SOI}INUUS JUSWULIBAOS) 
089'r cOE V c98'€ €8r'e VIOE LOE‘? 996 | 9S6'1 888'l 959°} sjunoooe uoljenuuessdns 
LLS Lk? cSk Sol OLI Sap lb vel €6 SOune are UB|d UOISU8d BPEUBD 
sjunoooe asodind paijioads =q 
LV 602 AS) a c0S — 90S*‘| — 69 = 980'l — SL cor b= Gee A Sie SSOUBADE PUB 
S]JUSWISBAU! ‘SUBO} |B}O] 
OO€ 669 60S 916'L vv9 Se €SS eS LvV CC Ve UO!ENILA JO} BOUBMO]|V7 
6S¢— Ol €L6— Bly oC OSt ¢— L0¢ 6E9il = Orel — 698} — Becta Aa een seouemoyye Bul 


-pnjoul Jou SeouRAPe pue 
S]UBLUISAAUI! ‘SUBO} |B}O] 


9861 S86l veel es86l c86l L861 O86l 6261 8261 ZL61 


(SJe||OP JO SUOI||!WU) 

9861 — ZZ61 

(LE 4YoseW Pepus JedA jeosi4) 
suoloesues] JEIOURUI- JO JUBLW9}E}S 
eBpeuesy JO JUSWIUISAOS) 

(panuljuod) gg ajqe| soUsIBjaY 


96 


SLI 6L €8 98¢e 6L Sol LE 6S 6l fit age ie ae oe aa Aouaund uBt9J0} u| 


99S't 6LL'S 6cE 9 €6L Lys'9 928'S 199°€ pyle'9 L8v'v OSSEi- as eens SJe||Op meetin! uj 
pous 
JO pua ye BouRjeg ySed jo |eAe7 =A 

vES'E? ve8'9c 819'97 C6E SS L9€'6 ESL ‘bb BL8'L 8LL'8 ZLt'8 CVG Veins ange sree heen re Gee suoljoe 
-SUBJ] ]Gap painyewun jejo] 
43) ee col vol — Olt 4b = €8 CV es Ets = Cm € JUNODDEB JUSWJSBAU! S9I}LUNIBS 

Ove gt — Shs [Hos Cae A= 1h Ch Gi = Oar ea < UB|d UO!ISUSq 
BPeURD O} Panss! SaijUNdES 

6L 6y— el - g-— vz- — g- S| - 1- S- Wardvaigaseeeandiavnemestt seeAo|dwe 10} 
pjay spuog sbulnes epeued 

SCAr = Wer 66¢ LLG vase) = 99 91S‘? 981 ‘9— GSB Chae ee tae Aouaund uBlas04 
ul ajqeAed yqaep peinjyewuy 

:$So7 

198 1862 S80'l €98 89C¢ o> 82S‘ c— O6E'€ 0S8 OR eer sa|ouaiind uBI940} 
ul ajqeAed sueo] pue S8}ON 

Ove QI 8 jA\' BI €?¢ Li as ol ORY ike BER ee Ue|d UO!SUdd 
epeURD O} Panss! Sdal}NVES 
G82'c 9SL‘€ €9S'S €99 2 991'6 69¢'e — 99} ‘t 7 9E7'l LOL't LBL GE a spuog sbulnes epeued 
0S9'6 009‘0! GLS él 0SZ6 G6E o— GvVS 062 ¢ Ovec OvO € OO LAIR. o eee er sjiq Aunseed | 


“spuog ajqejayieyy 
(—) eseasoap 10 esealoU} 
SUuO!]OeSUBI} }GEepP poinjewuy AI 


vl9's A aA VLD Ov9— 8SS ZLO'L evy— L9e'V 98 ‘t LOC) 2 gs Cg a eee suol} 
-oesues} aHueyoxs uBbi9J0} je}O) 


gLS'Sl 6LE'Zk €le'L 686'7 000'E vEs'L Liy'9 9r1'8 6Er'€ G92? 


rach a gL tor OL= GLI Elz eve eel pe Woe sqybiy Buimeiq jeioeds 


8cl'v LL6'2 660 — ZL6 veg 99— 91S'o— 9819 SS8 Can” Mw ae Aduadno ubia104 
ul ajqeAed jqep peinyewun 


Leg ce 196. vy Ce SIZ 6€ 069 09¢ v9E— a\qeXed saj0N 
S89 —- Ol 626 Pa v9 LS 0&6 — Lh Cova Oe = Olt ct hee Ske SUO!}LOSqnS 
puny Avejauopy |PuOIeuse}U} 
cSl 88g— ElLO'L Slo Ls S8l — esl 't 8z8't 16¢6- 8vc JES) pen ie junoooy pun4 ebueyoxy 
(—) JuaWasinbas 10 801nN0S 
suoloesues} eaHueyoxa uble104 || 
ee ee ee ee See 
986L S86l v86l €86l c86l L86L O86l 6Z6L 8Z6l ZL61 


(Sie|]OP JO SUO}||IW) 

9861 — ZZ61 

(LE YoseW pepus JedA jeosi4) 
suoljoesuel] JEIOUCUIY JO JUBLUD}E}S 
Bpeuey JO JUBWUJBAOS) 

(panuljuod) gg ajqe) soUdIaJOYy 


97 


96h ‘EE? 


06Z'SE 
Lev'9 
8162 
GLE'92 


982 692 
606'981 


G8Z'el 


769'002 
AoW A 
0S6'19 


S90 vr 
8S2'98 


€69'61 
G8Z'el 
668'8r 


9861 


260661 


020'8€ 
Orl'2 
y98'e 
9 7'9e 


alk Lee 
GLE'E9 


2S0'6 


cer cL 
090'Z 
O0€'2S 


LOLLY 
Lie tL 


Lec le 
2S0'6 
eSy ev 


S86l 


892'091 


62L'8E 
882'8 
glee 
rd ak 


L6r'661 
LSS'9EL 


980'9 


Leger 
€L0'v 
OOL'LY 


vSO'8E 
018'8S 


Bes sl 
980'9 
oc€ BE 


vs6l 


69E'8zl 


ves'le 
veld 
620'y 
199'9z 


€02'991 
€€6'601 


S8e'9 


SLEOLL 
8862 
GZl ‘62 


v0S'ze 
LOZ'LS 


9S1 ‘9 
S8e'9 
6cL'€€ 


e861 


€SS'001 


oz0'Le 
6br'8 
Zby'z 
6S '9z 


€LS'LEl 
LyS‘28 


80r'S 


67626 
Sele 
GLE'6L 


Ly8've 
209'9P 


Lele 
80r'S 
€06'0€ 


c86l 


189'S8 


Solve 
QLL‘L 
9662 
€69'v2 


9br'0Zl 
pli ‘Bl 


vLl'v 


876'c8 
ZS8'} 
OLL 12 


SOL'SI 
919'Er 


899'0| 
vLl'v 
0€8'92 


186! 


6St ol 


ZeL'ze 
606'r 
6cE'€ 
v8r'vz 


L88'y0l 
| 28°99 


Ore’ 


ag id 
ZbL'h 
Gee Ol 


GL6‘L1 
669'SE 


L09'6 
Ove'y 
69S'€2 


O86l 


6S9'09 


G0e‘9e 
Gos‘Z 
ZOb'S 
866'EZ 


796'96 
€66'8S 


vSE'l 


LVvE'99 
Ove'v 

Ges el 
Lvi‘6l 
Gov '62 


8Ee'6 
vSEe'l 
6L2'1e 


6261 


cv0'8Y 


Sre'le 
y9s's 
Q1S'€ 
G89'22 


28862 
Gt2'0S 


89th 


E8E'lS 
0S8 
G6c bk 


926 ‘Lt 
ele te 


8EL'6 
B9l't 
99L'8t 


8Z6L 


9LO'LE 


SLL'6z 
SbS'v 
L06'€ 
9212 


Lee l9 
Ev0'cv 


y09'8 
ELE, 
| ZE'91 


ZL61 


‘QOUBUIY JO JUaWedaeq pue BPeUeD JO S]JUNODDY OI/|gNg :aounOS 
"BPEURD JO }GEP JOU BU) SB O} Pa11AJ91 A|j/PWOU S| SJaSSe PEP10NA J8AO SAI}I||GeI| PEP1ONSJ JO SS8OXO BY} SEBUM EPEULD JO }GEep ssoiB ay} se 0} PaLajas AjjEWOU Je SAI{IHIGE!| [EOL (,) 


BLE'LE 


L0S‘8z 
188'€ 
061'S 
ver'6l 


0z8'6S 
Lec'Ze 


66861 


G82'1z 
6S9'2 
889'S 
BE0'EL 


v8L ly 
828'92 


a (,)S}@SSP PS8ps0991 18AO 
SAI}IIIGE!| PEPIN JO SSBOxJ 


s]asse |e]O] 

sjesse JOUIO 

we ecwevcrcceveeneseneee sjesse uble104 

Boies cane BE Sa0UeADe 
puke S}UaWISEAU! ‘SUBO7 

sjessy 


) SONNIGE!| [EOL 
e Aduadno 
ueIpeued ul! ajqeAed 
1Q9p painjyewunN jejoL 
eee eevee wees ecessseereseeseses Aoual 
-INO UB!a10} ul ajqeAed 
1Q9p peinj}ewunN :sseq 
‘salped apisino Aq pjau 
1Q9p painjewun jej}oL 
sa ties syueg uelpeueD 
0} ajqeAed sajon 
we eeeweseresensacacss Site Ainseas | 
“- spuog sHulaes epeueg 
Pe see Spuog ajqeiawew 
sBulpjoy umo 
JO Jou — JQap painyewun 


oiiiera rine i.e SON IQel| JOUIO 

poe saligel| uBia104 

sjunoooe asodind payloads 
SOM IQer] 


(SJB|]OP JO SUOII|!LU) 
9861 — e261 


(LE YEW Popus JedA jeosi4) 
uOoIe}USS9Jd S}JUNODDY IJI/qGnd 


Sjessy PUB Sai|IGer)] 


Bpeuegd jo JUBUWIUIBAOS) 


6S aIqe| soUudIajJaY 


98 


(100-29) sluewAey /eUONeusa}U] JO BoUR/eg UBIDEULD Ay} JO SE}EWNST AaJeND “epeued SONSHEIS :80INOS 


erl et bie 9G OSSiGl = 892 '6— 2S9'61 — esr't L80'72 v6l'Z S262 cl9' Lh 68€'OL 902 Olt €6S Odl 
S89 vLe8'el 681 9- Golae— 7A lak 2)[ los Z8Z C86 12 679‘ 9SE'02 L6Z'SL 92691 Lv9‘cOl 29S 611 
96S'€ LZy'St VLG ae LEV'e LO8‘9l — BLL 9/861 L9€'9 699 8 709 vl LE? ‘02 c6y 16 OSL LLL 
C€8'S BEC LL Mov e= 290'€ L6E ‘vl — 9S0'L B6l ‘ZL 96S'S GeZ OL 888 cl BSP Zk 860'EL 9SS 06 
eee 6c6'S Lvy9'9— ve8'2 O€8'rl — 6Er't Srl ‘8h 8Lv'S ‘6S8'S BSc cl €g9'L\ 8EZ'99 v6E v8 
Z8S'v1 €€0'EE Orr Bl — OO Gms CGVAe ba 6ceul 6cE SI c66 © 198 Sl Bry cl €6c'L Ovi ZL cer v8 
GOE'2 2986 GGG‘ l— bel k= 8066 — 6y0'l Sor tt 6E9'€ 6c0'vI 86801 8LL'8 v06‘L9 789 9 
lel vl6'cl Z209'S — y98'y — LSGiOm v6rv €08'6 8797 LoL ‘Sk v6r'6 cov v BS1 ‘19 L8S'S9 
870'8 €6r El ery S— €06'7 — Oc6-— vVS— LO€'8 SE‘? SOO'lt €6L'Z cle v Lv0'6V O9E'ES 
LvS'9 vIOL 890'| — ECS vam veo lL— BLE LLE'9 908'1 82L'6 289'9 cl62 ves |v 967 vr 
9/8'Z Bre LL plye— 260'7 — GSgQ'G— L9OV Glos 629't 2198 S809 6SS'1 209°9€ LOL '8E 
LS6S COG: Stok A= 98¢ 7 — VLE OL? veLl'l ZOv LZ 8EE'sS 9VE— 196'€€ 9L9'EE 
coed vos €89'o— 66c b— reke— Z6V L89'€ ryt Z9r'9 Z90'S vest S06 '0€ BEL'CE 
LES 989'2 arlic— ol€é LLoe= L6¢é S962 veel 2462'S SIL 't €26'2 ICIS 679'SZ 
8r78'l 029'2 ey hae coCm Goa oo Occ Ge8rc GzO'l 80S‘ viS‘e rAcToms cle 8 €ee 02 
616 LL8't 8S6— OLE S60 c= 9EC 86r'c L66 9l2'Vv 68E'€ 89r'c vle'st y8lLl 
JA Whe 6S8'1 Bo o— €€0'l Steir vEl L6E'2 Zv0'l 096'€ BSc'€ 0S6'2 698'El 02891 
= a a 9S6— 998" — LLL 6602 €68 €E9'€ 298°C LL6 LZO'vh c86 vi 
= — ae 98— 09S‘|} — 6Sl Ors'l cog 066'2 09Pr'2 ply't 961 ‘Zl OL9'EL 
= = <= LO via vSO'l — 6 eeL't C6 GEL'2 L9L'2 vgs SeZ‘Ol B8c'lt 
Ss 4 se 60l‘b — SLE b— 6¢ GEg't GIS v2S'2 Ghikc 99¢ 6S0‘0L Sce'0l 
== ae =i 860'l — Ovo t= Me G8r tl c6V Cece Ore't evl 009'8 €vl'8 
= i = Sly — 7A Cia rActoms Cv 620'% 889'l S69 Lec‘ Z€c 8 
= a =F LeS— GLO — vo Z9l't Sle 8l8't LeS‘h C6 08s‘9 vlo'l 
= = act OL Gis vO0'l — Cm 890'} 96¢ Ezz L6E€'1 Sst €02'9 88E'9 
aa a = 6E6— 080'l — CoS €20't LOE vel't 9l2'l cvl QIL'S 88'S 
ee ee ee a 
aourjeg Sal}! sulejo junoo0e eourjeq S12} sjuawAed s]dia0e1 s}udw $}dia0e1 eouerjeq suodui! syodxa Jeo, 
-1Qel| ueipeueg juauno asip -SUBI} @WwOdU! QWOdU! -Ked BdIAIBS ape} asip asip 
ueipeueD uo -UBYoJE\\ 1@N yuo juaw BOIAIBS asip -UBYDJE|\ -UBYOJEW\ 
aourjeg -UON -|SOAU| -}SOAU| -UBYOIOW\ 


SMO}} JU JUNODOR |e}IdeD 


(Sie|]OP JO SUOI||IW) 

9861 — L961 

sjuowAeg jo aouejeg jo Auewwns 
09 aIGe] sOUsIBjJaY 


oS 


Reference Table 61 

Balance of Payments with the United States 
1961 —-— 1986 

(millions of dollars) 


Non- Capital account net flows 
Merchan- merchan- Balance 
dise dise on Canadian 
trade trade current Canadian liabil- 

Year balance balance account claims ities Balance 
— 638 — 740 — 1,378 — —_ —_— 
— 434 —655 — 1,089 — oo = 
— 490 —665 — 1,155 —_— —_ — 
— 808 — 834 — 1,642 = —_ — 

—1,014 —902 — 1,917 — —_— — 
—931 — 1,041 — 1,971 — — = 
— 565 —781 — 1,346 —_ —_ —_ 

402 — 1,148 —746 — —_ — 

429 — 1,330 —901 — — —_ 
1,007 — 1,296 — 289 — 1,859 1,441 —418 
1,340 — 1,535 — 196 438 Zou 1,689 
1,607 — 1,655 —49 — 304 867 563 
1,430 — 2,092 — 661 — 884 1,838 954 
1,148 — 2,549 — 1,402 et 3,438 3,449 
— 999 — 3,708 — 4,706 pee 4,714 5,965 

690 — 4,939 — 4,250 — 1,474 5,996 4,522 
1,747 — 5,796 — 4,047 219 Sse 3,972 
2,966 —7,245 =—4,278 — 2,436 8,430 5,992 

603 — 8,194 — 1,591 — 2,344 5,807 3,464 
iOee —9,491 — 7,860 — 4,322 2,602 — 1,719 
3,685 — 11,540 — 7,855 — 5,493 16,047 10,553 

11,025 = 12,6079 —= 1,654 =o SSRs —4,467 

13,668 — 11,104 2,565 — 9,630 9,479 — 151 

19,053 — 11,842 LAT —6,190 3,250 — 2,940 

20,519 — 11,934 8,585 — 5,039 — 558 — 5,596 

Waaoe — 11,594 5,838 = 7,921 — 1,143 — 9,064 


Source: Statistics Canada, Quarterly Estimates of the Canadian Balance of International Payments (67-001). 
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Reference Table 62 

Balance of Payments with the Rest of the World 
1961 — 1986 

(millions of dollars) 


Non- 
Merchan- merchan- Balance 
dise dise on 
trade trade current Canadian 
Year balance balance account claims 
I a re a ee 
780 — 340 439 -— 
619 — 349 270 — 
983 —350 634 — 
50S —278 1,227 a 
Ty itew/ — 340 819 — 
1,197 — 334 862 — 
1,129 =273 855 — 
T,Oiee —412 660 — 
482 = 5386 —5 —_— 
1,943 —622 eee —7/19 
1,128 —566 566 —fctels 
345 — 580 =234 —4 
1,493 = 519 973 = 204 
686 — 585 103 — 2,694 
653 —578 74 — 2,497 
869 =716 ikexs} — 2,000 
nec — 1,498 —274 S287 
1,346 =O Fal —625 — 3,007 
3,820 — 1,093 Chel Seierats| 
7,146 Se 6,730 SG} PACKS! 
3,608 — 1,002 WAS) — 12.956 
6,628 ee lsyi | 4,478 hsp Zlil() 
3,790 OO 502 1238) 
1,184 — 4,959 Ol = 5/684 
a(S} Ste}s} OG —9,770 41, 1150) 
= ,043 — 8,063 SOO — 4,609 


Source: Statistics Canada, Quarterly Estimates of the Canadian Balance of International Payments (67-001). 


101 


Canadian 


liabil- 
ities 


Capital account net flows 


Balance 


Reference Table 63 

Merchandise Trade Detail: Exports 
1971 -— 1986 

(millions of dollars) 


Other Other Fabri- Motor 
agricul- Crude crude cated vehicles Other 
tural petro- Natural mater- mater- and end Resi- 

Year Wheat products leum gas ials ials parts products dual!) Total 

OVA 829 1,298 801 20 2,234 5,963 4,163 2,933.1 —93 17,783 
OWI ees 939 1,453 1,035 308 2,255 6,859 4,699 2,637 of 20,222 
WOWS os oes eee 1,979 or 359 3,204 8,571 5,386 3,246 73 25,649 
WOE chara onc 2,114 1,846 Sh ialey 520 3,893 a ules: 5,667 3,979 22 32,738 
Teoh en eee 2,033 2,165 3,014 1,166 3,834 10,412 6,391 4,528 16s} 33,617 
WO OSrmerrre: W713 2,600 2,165 1,634 4,426 12,381 8,185 5,014 49 38, 167 
NOW 1,948 Zoo 1,745 2,087 5,076 15,134 10,322 5,399 29 44,495 
OG mere tee 1,916 3,444 1,582 2,205 5,090 19,467 12,394 6,884 379 53,361 
ISAS SS eee 2, 183 45185 2,538 3,062 7,041 24,505 11,806 9,936 325 65,582 
ISSO yee 3,882 4,461 2,845 4,035 7,930 29,606 10,890 Wee Ne 818 76,681 
NOS en sees 3,835 Beieh 2,502 4,390 8,340 30,964 13,483 13,730 1,411 84,432 
NSS2ae ee. 4,281 5,963 2,747 4,814 7,645 27,474 16,818 13,927 1,059 84,728 
(OSS ene. 4,667 5,820 3,499 3,917 7,344 29,678 PP PETE 13,628 963 90,793 
NOS4 ee: 4,624 6,175 4,404 3,918 9,620 34,799 29,434 17,287 1,825 112,086 
\OSSr eee 3,811 5,920 5,972 4,011 9,994 36,110 Sores 19,046 1,950 120,028 
UG teks) es 2,860 7,101 3,808 2,550 9,664 37,330 34,383 21,304 1,966 120,965 


(1) Residual is defined as Special Transactions trade plus unallocated Balance of Payments adjustments. 

Note: During 1984 Statistics Canada began publishing detailed commodity trade data on a balance of payments basis instead of the custom basis which it 
had used previously. 

Source: Statistics Canada, Summary of External Trade (65-001). 
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Reference Table 64 

Merchandise Trade Detail: Imports 
1971 — 1986 

(millions of dollars) 


Other 
Agric- Crude crude 
ultural petrol- mater- 

Year products eum ials 
BENIN 7250-2502: ralou 541 781 
| iC ee 1,400 681 859 
BAS. . 2... 2ess2-s 1,981 942 1,076 
2 /C eee Zoo 2,646 1,426 
| AS eee 2,682 3,302 1,784 
BIOL. co0<n2805- 2,871 3,280 1,811 
BM 55.05 -<0-s-- 3,305 3,236 2,104 
| ee 3,783 3,491 2,426 
BELO. cose ceesss 4,194 4,513 3,427 
| 5):\0 ae 4,803 6,909 Chis 
| eee 5,234 7,976 3,802 
Bl oe ones 4,938 4,941 SOM 
BO ons. oceetes 5,003 3,267 SST 
| ey 5,906 3,383 3,974 
REID OS cases ns 5,909 3,049 3,636 
BAO crete. -2.: 6,700 Zhai 3,475 


(1) Residual is defined as Special Transactions trade plus unallocated Balance of Payments adjustments. 


Note: See Note to Table 63. 
Source: Statistics Canada, Summary of External Trade (65-001). 
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Motor 
vehicles 
and 
parts 


4,030 
4,850 


Other 
end 
products 


5,75 
7,029 
8,765 
Ih Wes 
12,393 


13,415 
14,860 
18,096 
22,817 
26,154 


30,268 
27,073 
29,173 
36,580 
38,503 


43,209 


Resi- 
dual'’) Total 
= 152 15,314 
= 196 18,271 
=—356 PPR TEENS: 
— 446 30,903 
—3oe 33,962 
=Oo2 36,608 
— 361 Aq, 523 
—649 49,048 
625 61,157 
= 15515) 67,903 
—603 77,140 
— 386 66, 739 
INS) 73,098 
= 7/1077 91,492 
688 102,641 
987 110,205 


Reference Table 65 


International Payments: Capital Movements 


1950 — 1986 
(millions of dollars) 


invest Direct 
ment invest- 
in ment 

Year Canada abroad 
1950 eae. 225 635) 
TOS lee es 320 =30) 
TOS 225 ee. 360 =—85 
UI SR Beate 450 —70 
1954 ee 425 —90 
ha to\ oe ae 445 —§85 
1956255 650 = 105 
NO See eat.. 545 — 80 
G58e Fe. 430 —40 
195 ORs ee 570 = 65 
IG6ORee cts 670 — 50 
196 teers 560 — 80 
W622 ets. 505 — 105 
HIGSiee ec: 280 = 135 
1964 270 —95 
1965. see Doo —125 
WW6Gr ee ee: 790 —5 
NOOGTe eke 691 — 125 
T6820 sae: 590 =225 
NS6G yess 720 — 370 
TES PAO) ace tena 905 —315 
USA renee 925 — 230 
Lge enee noes 620 — 400 
HOS in eee 830 10 
OWAR Sc ceces 845 —810 
MCAS’ erent 20 SONS 
OM Greece: — 299 — 590 
WY (cane 475 —740 
NOMS eee 1385 =2,325 
OOM seen ee 750 =2,550 
NOS OMe eae. 800 — 3,150 
(ket Aes — 4,400 — 6,900 
HOSP ek. & = 1,025; = {37K 
NISC cer 200 = 6,226 
MOGAR eee 1,698 — 3,301 
985) once, = 2.951 = OO 
| fCXSMAN Bee linotoyys —4,812 


New 
issues 


210 
411 
323 
335 
333 


166 
667 
800 
688 
709 


448 
548 
UZ 
984 
1,100 


1,240 
1,465 
1,307 
Wee 
2,089 


1,230 
Wp WS 
1,723 
1,323 
2,423 


5,038 
9,036 
S902 
6,673 
5,343 


5,403 
13,797 
16,754 
10,781 

9,677 


15,070 
26,054 


Canadian securities 


Trade in 
outstand- 
ing 

bonds 

and 
Retire- deben- 
ments tures 
— 284 329 
S720) 38 
— 89 — 168 

= 146 —52 
=205 —66 
= 185 — 165 
— 141 11 
= 4S) —45 
— 158 0 
= 256 92 
==206 3 
—301 61 
— 319 64 
— 404 39 
— 382 WH. 
— 390 55 
— 499 — 104 
= oor —57 
SA —/0 
—440 2 
— 552 — 40 
— 845 — 96 
— 600 292 
= Gis 29 
— 626 42 
= O5il 301 
— 936 559 
— 929 243 
= hon, 36 
= 2, 104 476 
—2,511 LOMA 
— 3,065 Zoo 
SAARI — 157 
= loi 476 
— 4,950 3,728 
— 6,585 3,283 
—9,225 7,420 


() Included in ‘Trade in outstanding bonds and debentures” for 1950 and 1951. 
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Trade in 


outstand- 


ing 
common 
and 
prefer- 
ence 
stocks") 


Loans and capital 
subscriptions by 
Government of 


Foreign Canada 
secur- 

ities Repay- 
(net) Advances ments 

76 — 50 74 

LS 0 68 

—11 0 56 

—1 ) 87 

—24 6) #2 

—5 0) 69 

—3 —4 69 

| —1 50 

1 —34 64 

— 34 —4 34 

—19 —11 32 

—35 —8 38 

—65 —22 129 

22 —18 25 

—52 — 10 10 

—85 —14 10 

—401 —35 24 

—432 — 38 34 

— 467 —78 5 

102 — 89 22 

69 — 145 36 

197 — 191 36 

245 — 249 38 

72 — 269 43 

46 — 349 38 

—18 —378 38 

78 — 435 18 

223 — 539 36 

26 — 509 262 

—581 — 552 33 

— 182 —519 38 

—21 —630 41 

— 543 — 489 43 

— 1,246 — 667 48 

— 2,036 — 663 42 

— 1,207 —715 74 

— 2,302 —733 72 


Export 
credits 
at risk 
of 
govt. 


oc ooooo Coco 


Other 
long-term 
capital 
transac- 
tions 


Table 65 (continued) 

international Payments: Capital Movements 
1950 — 1986 

(millions of dollars) 


Change in non-resident holdings Net capital 
of selected short-term Canadian assets movements 
excluding 
Govern- Canadian monetary 
ment of Other holdings items Special 
Canada finance of All Statis- shown Drawing 
Canadian demand Trea- Short- company foreign other tical in the Rights 
dollar liabil- sury term obli- curren- trans- discre- followin alloca- 
Year deposits ities bills paper’) — gations cies actions pancy eotiene tions 
N88 EE eee ee SE 
W950......... 235 —4 —3 0 0) uy 91 101 1,041 cae 
Hero |),.......- — 190 —8 2 0 0 —14 50 62 568 — 
Ben... —66 —5 1 0 35 — 165 —16 — 389 — 150 — 
We5G:........ —22 —11 —2 6) —2 — 80 44 — 166 410 = 
Woo4......... 27 —15 8 0 10 —75 64 —70 548 — 
BO... <..-.- 60 —9 29 0 23 91 5 30 643 — 
eoO......... — 30 0 3 0 64 —216 85 24 1,420 — 
Di ....:.--- —15 0 —18 0) 4 —274 87 242 1,346 a 
BDO.:....... 39 45 21 0 24 — 58 — 89 aia 1,246 — 
a5 9......... 10 —8 14 0 68 —119 15 317 1,476 — 
q00......... is —12 56 0 59 —60 42 101 1,194 — 
FO. 0.22: 33 —2 —58 6) 95 142 —77 168 peo == 
oO2......... —10 —4 4 0 Wits 92 240 — 156 973 a 
HOOS......... 43 1 —27 70 35 —259 134 32 666 — 
1964......... 28 0 — 16 185 52 — 329 5 104 aS) — 
09)........ 31 2 12 — 152 209 415 ITE —271 1,256 a 
HOOG......... 11 5 —15 3 154 — 520 ag —235 750 == 
fO67........- 24 —4 4 —51 35 — 362 —41 — 509 oma — 
1968......... UW 21 48 — 132 24 —449 — 23 — 803 427 0 
09......... By — 34 20 218 116 — 1,434 —74 — 180 1,021 0 
aO.,...-... Ail —9 —79 310 — 108 — 155 — 182 —316 496 133 
fo ........- 96 50 —2 79 —25 853 —18 —1,289 407 iN 
2 (Cx 140 PLT 21 —177 — 30 448 48 —1,565 500 ibZe 
HOO........- 144 77 —23 140 8 —521 — 383 — 851 —780 0) 
WoW 4......... 600 45 78 81 158 236 117 —1,033 1,322 0 
aO.....-... 562 —3 38 348 — 88 271 493 — 1,326 4,227 0 
1 O:........ 155 8 439 BAe 47 — 1,290 494 —3,/79 4,620 0 
i —_— 230 172 242 221 — 30 "29 =6f2  —2,;225 2,901 0 
PIG......-.. 36 5S —53 85 — 66 2,104 —639 —3,147 1,604 0 
HO79......... 523 Ns. —179 677 —4 4,179 1,633 —2,508 6,553 219 
HoO0......... —60 172 542 509 69 822) = 2228 iO — 367 217 
IO |......... 1,394 165 —2 1,206 471 9,838 2,576 —8,456 7,346 210 
angO2......... —718 0 122 —979 54 —6,944 -—1,623 -—2,193 —-—3,601 0 
HIGS......... —716 221 974 780 —265 2511 —1,956 -5,775 -—2,393 0 
m984......... HOt 137 Woks —15 — 66 —1,467 -—1,317 -—6,959 -—4,451 0) 
HoOO......... 276 237 — 692 110 13 2,427 1,196 —7,099 — 766 0 
HoO6......... 1,384 266 1,737 792 — 230 — 8,283 1,146 —4,938 9,407 0 


(i) Included in “All other transactions” for 1950 and 1951; included in ‘‘Other finance company obligations” from 1952 to 1962. 
(2) Includes statistical discrepancy. 
Source: Statistics Canada, Quarterly Estimates of the Canadian Balance of International Payments (67-001). 


105 


Net official 
monetary assets 


Official 
Official inter- 
inter- national 
national liabil- 
reserves ties 
722 — 
56 aS 
on — 
2338 zL2 
124 oS 
SrA tae 
48 = 
— 105 — 
109 — 
= 5 om 
— ie) = 
296 —A 
307 = 1168 
56 89 
297 67 
158 0 
— 360 | 
gs 3 
350 | 
65 0 
1,663 0) 
897 0 
SES) 0 
— 467 0 
25 0 
— 404 6) 
Bee 6) 
== 1 Ay 0) 
=185 —3)1)14 
— 858 2,766 
= 542 = 7h sts: 
382 1,044 
—665 —29 
549 0 
— 1,092 4 
Sit = 240 
66 —60 


Reference Table 66 

Net Proceeds from New Issues of Canadian Securities to Non-Residents 
1950 — 1986 

(millions of dollars) 


Government of Canada Provincial government 
Bonds Bonds 
(including guaranteed) (including guaranteed) Municipal government bonds Total government bonds 
New Retire- Net New Retire- Net New Retire- Net New Retire- New 
Year issues ments proceeds issues ments proceeds issues ments proceeds issues ments proceeds 
195 0lee 62 160 —98 96 82 14 20 9 11 178 2511 —73 
ele oe i 94 —87 262 43 22h) 72 12 60 341 149 192 
IOGb 2. sees 1 18 —17 107 38 69 55 17 38 163 73 90 
1Q5See 6 84 —78 143 28 Ws 76 15 61 225 WEY 98 
1954. 8 69 —61 126 63 63 46 28 18 180 160 20 
1O5O0.e 5 100 —95 3 19 — 16 44 18 26 52 137 —85 
1956722 S) 83 —74 224 15 209 ili 18 94 345 116 229 
eer 16 29 —13 136 25 111 123 24 99 275 78 197 
1O58...2-.: 76 25 51 168 45 123 148 30 118 392 100 292 
WEIS Sh eeseast 56 101 —45 334 41 293 ev 33 124 547 aS 372 
1OGOR 30 58 —28 103 57 46 135 38 97 268 153 115 
XS e ese. 37 48 —11 66 24 42 47 38 9 150 110 40 
NOG2a 156 86 70 148 22 126 74 41 33 378 149 229 
196Se—= 173 76 SI 343 70 273 62 Te —15 578 223 355 
19645 43 88 —45 439 66 373 182 53 129 664 207 457 
ileleva es 28 85 —57 SIT 31 266 84 53 31 409 169 240 
1966"... 32 203 —171 448 65 383 WG 96 81 657 364 293 
WRB farce 20 95 —75 762 61 701 173 82 121 955 208 747 
1968... 288 if 231 852 76 776 124 60 64 1,264 193 1,071 
1959R 40 83 —43 1,063 91 O72 177 88 89 1,280 262 1,018 
USAGE ee 26 158 — 132 528 111 417 65 92 —27 619 361 258 
Dh icoce: 27 31 ~ 25 316 409 26 100 —74 778 447 331 
USE srenscse 31 43 —12 1,140 221 Bis) 169 98 C1 1,340 362 978 
USCS Saas: 13 110 —97 857 233 624 109 Wile —8 O79 460 51g) 
US (ee epee: 14 55 —41 1,713 210 1,503 234 96 138 1,961 361 1,600 
WAS ASy ceherocs 46 92 — 46 3,334 341 2,993 541 82 459 3,921 915 3,406 
KE VAS ee 369 148 221 4,938 308 4,630 782 120 662 6,089 576 5,513 
Ooi ee acaccs 726 146 580 3,109 311 2 TESTS 376 98 278 4,211 555 3,656 
OTC eereee 3,095 211 2,884 2,053 586 1,467 130 194 —64 5,278 991 4,287 
SPAS, Aaneee 1,747 210 1,537 2,065 865 1,200 DAT f 420 — 203 4,029 1,495 2,534 
iGhst0) ee 1,238 299 939 1,523 1,108 415 157 352 — 195 2,918 il, ee) 1,159 
OSM ee 2,001 463 1,538 6,433 1,164 5,269 415 210 20 8,849 1,837 7,012 
WZ sic 3,905 789 3,166 7,668 1,878 5,790 706 348 358 12329) 93/015 9,314 
Scere: Aol 2,038 276 5,369 1,754 3,615 309 295 14 7,989 4,084 3,905 
1984 eee 2,270, 1,996 274 4,262 1,626 2,636 787 259 528 7,319 3,881 3,438 
UGS) occ 5,434 1,961 3,473 4,754 3,064 1,690 478 328 150 10,666 5,353 5,313 


19S6.. 6,438 1,907 4,531 9,633 3,214 6,419 673 482 194 16,744 5603 11,141 


Source: Statistics Canada, Quarterly Estimates of the Canadian Balance of International Payments (67-001) and Security Transactions with Non-Resident: 
(67-002). 
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Table 66 (continued) 

Net Proceeds from New Issues of Canadian Securities to Non-Residents 
1950 — 1986 

(millions of dollars) 


Bonds and debentures Total bonds 
of corporations and debentures Total stocks Total securities 
New Retire- Net New Retire- Net New Retire- Net New Retire- New 
Year issues ments proceeds issues ments proceeds issues ments proceeds issues ments proceeds 
fo50......... 28 31 —-3 206 282 —76 4 2 2 210 284 —74 
I N|.....:-.- 28 PATE 1 369 176 193 42 34 8 411 210 201 
BOD L.,....2-- 136 15 121 299 88 Cala 24 1 23 323 89 234 
MODG.....:..- 64 13 ou 289 140 149 46 6 40 SiGts 146 189 
1954.......... 133 30 98 Se 195 118 20 10 10 Sco 205 128 
HODD5........- 51 41 10 103 178 —75 63 if 56 166 185 —19 
HODG......... 252 20 232 597 136 461 70 5 65 667 141 526 
| TS Geeeeee 464 31 433 739 109 630 61 25 36 800 134 666 
HIODS......... 253 42 211 645 142 503 43 16 Dil 688 158 530 
B69)........ 114 66 48 661 241 420 48 i 31 709 258 451 
HO6O......... 154 104 50 422 257 165 26 9 ie 448 266 182 
HOG 1.......... 354 136 218 504 246 258 44 Sis: —11 548 301 247 
HOC2......... 331 140 191 709 289 420 20 30 —10 729 319 410 
MIGS.......:: SoZ 101 291 970 324 646 14 80 —66 984 404 580 
7064......... 414 117 297 1,078 324 7154 22 58 —36 1,100 382 718 
HOGO......:-. 807 214 593 1,216 383 833 24 if 17 1,240 390 850 
HOGG......... TA 131 620 1,408 495 913 lsyi/ 4 53 1,465 499 966 
HOO/......... SS) 148 167 W270 356 914 Sif 1 36 1,307 Sov 950 
1968......... 586 233 S03 1,850 426 1,424 67 5 62 1,917 431 1,486 
MOGY......... 597 176 421 1,877 438 1,439 212 2 210 2,089 440 1,649 
HOVO......... 541 187 354 1,160 548 612 70 4 66 1,230 552 678 
i 391 393 —2 1,169 840 329 22 5 i124 eon 845 346 
1 345 236 109 1,685 598 1,087 38 2 36 i223 600 1,123 
HO7S......... 305 276 29 1,284 736 548 39 2 Sif 1,323 738 585 
HO 4......... 448 224 224 2,409 585 1,824 14 41 —27 2,423 626 il gas 
BLO\:....... 1,031 332 699 4,952 847 4,105 86 4 82 5,038 851 4,187 
for O......... 2,868 303 2,565 S955 878 8,077 81 58 23 9,036 936 8,100 
i 1,729 345 1,384 5,939 902 5,037 13 27 —14 By Chey 929 5,023 
MO78......... 1,267 325 942 6,547 1,314 D203 126 0) 126 6,673 1,314 5,359 
| HOT 9......... 1,150 608 542 Se Silmee OA 3,077 162 0 162 5,343 2,104 3,239 
WeIgG0......... 1,982 7514 if231 4,900 2,510 2,390 503 1 502 5,403 2.511 2,892 
MeO 1......... 4,464 1,228 3,236 ISSA . eHOlers' 10,249 485 2 483 ono 3,065 10;732 
ymOS2......... 4,221 1,414 2,807 16,551 4,431 12,120 203 4 199 16,754 4,435 12,319 
HOSS......... 1,606 1,094 512 O59 ee One 4,418 1,184 Z 1,182 10,781 5,181 5,600 
je4......... 1,946 1,069 877 9,266 4,948 4,318 411 2 409 9,677 4,950 4,727 
MOOO......... 4,045 i223 2,822 VATS — LOST 8,136 SO 8 349 15,070 6,585 8,485 
paooo......... 8,186 3,613 4,573 24,930 9,217 15,713 1,124 8 1,116 26,054 9,225 16,829 
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Reference Table 68 

Canada’s Official International Reserves 
1961 -— 1986 

(millions of U.S. dollars) 


Foreign currencies") 
Special Reserve Total 


U.S. Drawing position (millions 
Year dollars Other Gold Rights in IMF Total of SDRs) 
1123.0 10.7 946.2 —_ PAA 2292.0 2292.0 
1842.8 9.2 708.5 —_ 0.0 2560.5 2560.5 
1786.6 9.5 817.2 —_— 0.0 2613.3 2613.3 
1654.5 11.8 1025.7 — AS 2889.5 2889.5 
1519.9 12.8 1150.8 — 353.4 3036.9 3036.9 
1195.4 12.4 1045.6 —_ 448.5 2701.9 2701.9 
1255.2 13.4 1014.9 — 433.4 2716.9 2716.9 
1964.9 iPass 863.1 — 206.2 3045.8 3045.8 
1743.6 12.3 872.3 — 478.1 3106.3 3106.3 
S022 a 14.5 790.7 182.1 669.6 4679.0 4679.0 
4060.6 13.6 791.8 Sis) 332.6 5570.4 5570.4 
4355.0 12.6 834. 1 505.2 342.9 6049.9 5572.3 
3927.2 We 926.9 SO6nt 338.2 5768.2 4781.5 
SHAS ATL 12.9 940.7 574.3 529.7 5o25.8 4757.9 
3207.1 how 899.4 555.4 648.0 532516 4549.3 
3446.3 15.8 879.0 557.8 944.5 5843.4 5029.2 
2298.7 15.8 935.6 505.3 852.1 4607.5 B193.4 
2459.5 18.4 1009.1 522.4 556.8 4566.2 3504.9 
1863.9 23.9 1022.6 585.9 390.6 3886.9 2950.6 
2037.6 23.1 936.6 453.2 579.0 4029.6 8159.5 
2865.3 95.8 833.7 174.0 402.4 4371.1 3755.4 
2454.9 120.1 782.3 70.8 365.0 3793.2 3438.6 
2313:8 368.2 739.1 21.0 703.3 4205.4 4016.8 
1692.1 48.6 690.8 Tene. 678.4 3182.1 3246.4 
1523.9 50.1 113.0 217.9 710.8 S27 510 2982.1 
2274.1 43.4 844.5 247.4 686.3 4095.6 3348.3 


(1) Convertible foreign currency of the Exchange Fund Account, the Receiver General for Canada and the Bank of Canada. 
Source: Department of Finance. 
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Reference Table 69 

Canada’s International Investment Position for Selected Years 
1926 — 1986 

(billions of dollars) 


Canada’s Assets 


Canadian 
banks’ net 
Government of foreign 
Official Canada loans currency 
Direct Portfolio international and sub- Non-bank asset Other 
Year investment investment reserves scriptions deposits") position assets 
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) Prior to 1965, included in Canadian banks’ net foreign currency asset position. 
(2) Data for 1926 and 1930 excludes short-term receivables and payables. 
Source: Statistics Canada, Canada’s International Investment Position (67-202). 
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Reference Table 69 (continued) 

Canada’s International Investment Position for Selected Years 
1926 — 1986 

(billions of dollars) 


Canada’s Liabilities 


Canadian 
Non-resident bank’s net 
equity in foreign Net inter- 
Canadian currency Money national Cumulative 
Direct Portfolio assets liability market Other Total investment statistical 

Year investment investment abroad position securities!) liabilities liabilities) position discrepancy 
> 1.8 3.9 == = = 0.7 6.4 —5.1 0.0 
St a 2.4 4.9 == = == 0.7 8.0 —6.5 0.0 

| 28) ee 2.3 4.3 0.2 == — 0.6 7.4 —5.5 0.0 
LS ee Zar 4.1 0.2 = — Ae 8.1 —4.1 —0.1 
hh) 4.0 4.4 0.3 — — 1.4 10.1 —4.2 —0.3 
PAO ae ccrsnces LES EZ 0.7 —— — 1.8 15.4 -—8.3 0.3 
it 12.9 Wes et = == 3.41 25.0 — 16.1 —0.5 
se 17.4 10.1 1.6 — — aie 34.9 —22.0 —0.4 
ROTO focec.ce.. 03s 26.4 14.9 2.8 ae — 7.9 52.0 — 30.0 1.6 
(a 37.4 28.2 3.9 — ao 14.0 S35 — 49.7 he? 
0 2 ae 61.6 69.7 9.0 0 4.4 22.4 174.1 — 106.6 20.3 
hr 66.5 83.9 9.8 25.3 4.3 28.4 218.2 — 131.4 28.9 
by ae 68.8 97.8 10.9 22.8 2.6 25.6 228.5 — 131.9 Ske 
oC) 72.6 104.5 Ws 24.5 4.4 28.4 245.9 — 141.0 37.0 
BGA eee sce.csass 79.6 116.7 12.9 26.4 6.0 31.3 272.9 — 151.9 43.9 
230.0 83.9 138.6 14.0 28.4 Bro 34.1 304.5 —171.8 51.0 
tO 93.0 166.4 14.6 22.4 8.0 38.5 342.9 — 197.3 56.0 
ESE SEP is a Ee a eS ie ee ed es ee ee ee ee 2 i ee 


() Prior to 1980, included in Other liabilities. 
(2) Data for 1926 and 1930 excludes short-term receivables and payables. 
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Reference Table 70 


Price of Foreign Currencies in Canada 


1952 — 1986 
(average of daily rates) 
Belgian 
Year franc 
pS aoe re eee 0.0195 
NOS See oe ce OKO TOT. 
|954aeeeee...2. 0.0195 
1955222" ae 0.0196 
1SSGHeeEE...... SOLONS7 
TO Dire kote » SOLOW9N 
NOSS se ioc 0.0195 
OS Oa s 0.0192 
1960 Meee. 0.0195 
ipcloy ee 0.0203 
NWO G2 a. 0.0215 
1OGG een 0.0216 
NOGA er san eo. 0.0217 
jp [Stoyat aaa ae 0.0217 
TWIG GSee ee 0.0216 
AS OVER ents 0.0217 
NOG S eer eee. 0.0216 
i RSL ko ee Se rene 0.0215 
BS TAO Rn) eee eet 0.0210 
OVA eee ee 0.0208 
AO TCO 5 coat 0.0225 
TORS Ee ence 0.0258 
HN OUAaeheateeee: 0.0252 
OWS aces eee 0.0277 
NOUS Oreetn teed 5 Fetes 0.0256 
OY Tee ee 0.0297 
TRSIPASHE Ueto el ahs 0.0363 
ISTO eae 0.0400 
OS Ortek eters 0.0400 
OSA ke: 0.0324 
OS DES emer 0.0271 
NO SBR rte 0.0242 
1984e ee 0.0225 
q (Siolouoemitere re 0.0232 
UN felay eet ak Wes a 0.0312 


Source: Bank of Canada. 


French 
franc 


0.280 
0.281 
0.278 
0.282 
0.281 


0.256 
0.231 
0.196 
0.198 
0.207 


0.218 
0.220 
0.220 
0.220 
0.219 


0.219 
0.218 


German 
mark 


0.233 
0.234 
0.232 
0.234 
0.234 


0.228 
0.232 
0.230 
0.233 
0.252 


0.267 
0.271 
OTT 
0.270 
0.269 


0.271 
0.270 
0275 
0.286 
0.291 


0.314 
0.378 
0.379 
0.414 
0.392 


0.459 
0.570 
0.640 
0.644 
0.532 


0.509 
0.483 
0.456 
0.468 
0.643 


Italian 
lira 


0.00172 
0.00174 
0.00173 
0.00173 
0.00173 


0.00173 
0.00173 
0.00172 
0.00167 
0.00163 


0.00170 
0.00172 
0.00150 
0.00156 
0.00119 


0.00121 
0.00135 
0.00141 
0.00137 
0.00106 


0.00091 
0.0008 1 
0.00074 
0.00072 
0.00094 


Japanese 
yen 


0.00272 
0.00273 
0.00270 
0.00274 
0.00273 


0.00266 
0.00270 
0.00266 
0.00269 
0.00281 


0.00297 
0.00300 
0.00300 
0.00299 
0.00298 


0.00298 
0.00299 
0.00301 
0.00292 
0.00291 


0.00327 
0.00370 
0.00335 
0.00343 
0.00333 


0.00398 
0.00548 
0.00537 
0.00519 
0.00545 


0.00497 
0.00519 
0.00546 
0.00577 
0.00827 
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Dutch 
guilder 


0.258 
0.259 
0.257 
0.259 
0.257 


0.251 
0.257 
0.254 
0.257 
0.279 


0.297 
0.300 
0.299 
0.299 
0.298 


09299 
0.298 
0.297 


Swedish 
krona 


Swiss 
franc 


0.227 


Pound 
Sterling 


2.734 
2.767 
2.734 
2.754 
2ihoe 


2.679 
2.728 
2.694 
2.723 
2.839 


3.001 
3.020 
3.012 
3.014 
3.009 


2.962 
2.579 
2.574 
2.502 
2.469 


US: 
dollar 


0.979 


Reference Table 71 
Indexes of Exchange Rates 


1971 — 1986 
1981 = 100 
Price of Canadian dollar in Price of United States dollar in 
Other G-10 Total G-10 Other G-10 T a4 
Year United States Countries Countries Canada Cie Spewitity 
WASey. 141.9 eat 84.2 125.6 108.9 
121.0 1S25h 123.1 82.6 114.4 101.9 
119.9 120.4 120.0 83.4 103.4 95.8 
122.6 128.2 123.6 81.6 107.5 97.4 
WA 122.1 118.7 84.8 105; 7 97.7 
121.6 136.5 124.2 82.2 eT: 100.7 
112.8 121.9 114.4 88.7 10725 100.3 
105.2 97.5 1OSS/ 95.1 91.4 92.7 
102.4 91.2 TOOK 97.7 88.4 91.7 
102.5 90.4 100.2 97.5 88.3 91.5 
100.0 100.0 100.0 100.0 100.0 100.0 
97.2 110.6 99.5 102.9 113.4 109.6 
97.3 4: 100.7 102.8 119.1 Aree, 
92.6 121.4 97.3 108.0 128.7 120.9 
87.8 118.3 92.7 113.9 e2a 2bre 
86.3 88.9 86.8 115.9 99.4 105.0 
96.0 WATE. 100.4 104.1 125.8 117.6 
96.1 120.3 100.1 104.1 WOGrS 116.1 
94.4 114.6 97.8 105.9 119.3 114.4 
93.7 A533 S756 106.7 120.8 115.6 
92.6 dilifad 96.7 108.0 124.3 118.3 
91.9 Woe 96.1 108.8 125.1 119.0 
90.5 120.0 95.3 110.4 130.1 122.7 
92.0 WeAIS 96.9 108.7 130.8 122.4 
91.2 125.8 96.7 109.6 [iShares 1255 
90.9 WEIL 96.7 110.0 loved 126.7 
91.1 25% 96.5 109.8 134.5 125.1 
90.8 128.6 96.8 110.1 138.5 WTS 
90.6 ies! 97.0 110.4 142.4 130.0 
88.6 aketeei/ 95.5 112.9 147.3 133.9 
86.7 129.6 93.3 115.4 146.2 134.4 
87.8 124.0 93.5 113.8 138.6 129.2 
Sia W322 92.8 Wear 138.9 129.8 
Sia: 121.9 93.1 114.0 136.7 128.2 
88.6 WE 93.3 112.8 130.4 123.9 
88.3 114.4 92.6 1 ee 127.4 WEA 
87.5 114.2 91.9 114.3 128.4 2ore 
87.7 106.7 90.9 114.0 119.2 117.4 
Sian 102.9 89.8 114.8 1 15:6 115:4 
85.9 100.2 88.4 HdGs3 Wee, 114.8 
85.2 98.1 87.5 lives Wea 114.0 
85.4 93.8 86.9 Walaa 106.4 110.1 
85.6 91.4 86.6 116.8 103.5 108.1 
86.4 91.4 Sivas Key 102.6 107.2 
87.2 89.8 Siar 114.7 99.8 105.0 
86.3 89.2 86.8 115.9 100.1 105.6 
86.8 86.8 86.9 Wale 96.5 102.8 
86.4 84.4 86.0 115.8 93.9 101.3 
86.4 84.5 86.1 Tbale7/ 93.8 OnE 
86.4 84.7 86.1 Tikeys' 93.9 101.2 
86.5 86.4 86.5 115.6 95.8 102.5 
86.9 86.0 86.7 leat 94.8 TOD 


Source: Bank of Canada and Department of Finance. 
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Reference Table 72 
Money Market and Eurodollar Rates‘ 


1982 — 1986 
United West United Nether- Eurodollar 

Month Canada States Japan France Germany Kingdom lands Belgium London 
1OS2) eee. 14.34 12.41 6.64 ise 10.46 14.97 10.18 12.27 14.62 
USES Bhs sane 14.58 13.78 6.68 14.52 10.27 14.35 9.98 12.00 15.00 
1SS21Mr 14.86 12.49 6.64 e205 9.87 owe Tethe: 10.21 14.98 
19S2A ree: 14.98 12.82 els) 16.36 9.33 Shon 8.43 12.56 oneal 
1982 M.......... 15.18 2S 7.28 16.19 9.18 13.29 8.87 12.90 14.58 
1982\Jie ce 16.33 eA 7.37 15.86 9.28 12579 8.14 11.59 15.48 
Ike vel le. Sree 125 11.94 7.40 14.84 9.46 We 8.78 13.05 14.36 
1O82°A\....<: 13.70 9.01 7.44 14.68 9.00 10.76 8.51 11.63 11.63 
S825 tee 12.73 8.20 7.311 14.24 8.18 10.35 TeCTl 10.43 11.78 
(SS21Orr eet UTES 7.19 13.64 7.58 9.51 7.24 10.98 10.41 
HOS2 INA ae ars 10.72 8.04 Ue Sah 7.311 9.21 6.29 10.32 9.79 
USES ID). ccenceore: 9.80 8.01 TEMS, 12.90 6.62 WOLZs Sie 9:29 952 
1983e) tee: 9.58 7.81 7.00 12.75 5.82 10.98 5.14 9.65 8.99 
1OS Sipe. 9.23 8.13 6.92 13.05 5.83 Wile 4.89 9.88 Sate 
1OGCiNie en. Sz 8.30 6.85 12.76 5.45 10.89 4.44 11.28 9.30 
IGS SrAneee Shi 8.25 6.76 12.31 5.20 10.22 5.18 9.60 O23 
1983 M.......... 9125 Sal9 6.66 12.73 5.33 10.10 O21 eel 9.02 
VOGSR ees Oi 8.82 6.64 12.81 SS i// 9.80 4.94 Tee ShiL 
1OSSr es 9.24 Sh 2 6.72 12.44 507, 9.70 5.28 7.46 10.04 
ISSSiAR ee 9.32 9.39 6.80 12.62 BEAL, 9.54 5.56 Tow) 10.33 
ISSSiS ane 9.24 9.05 6.86 12.61 5.88 9.36 5:67 Byels 9.86 
ISS8SiOne... 9.24 8.71 6.69 12.63 6.18 9.03 SHAS 6.73 9.61 
ASSSIN Ge 9.38 8.71 6.38 12.50 6.30 9.03 5.60 8.32 9.84 
IGSSiD ieee ON/al 8.96 6.38 12.36 6.48 9.06 SES) 7.39 10.14 
OSS ree: SLI: 8.93 6.22 12.62 6.12 9.07 o.7 1 nz 9.81 
OSA Ray ie 9.82 9.03 6.34 WD) SEIS 9.06 5.80 onl 9.96 
1OS4iM ee: 10.53 9.44 6.38 VZU2 5.86 8.58 6.06 10.93 10.46 
1984 A........... 1059 9.69 6.25 12.65 5.84 8.55 5.78 11.13 10.87 
1SSAsMne ee. Wee) 9.90 6.25 12.37 6.10 9.04 5.61 9.03 11.60 
VOSA eer ce WN 9.94 6.28 12.39 6.13 9.00 5,02 SHS Worse 
1OBAN I) eae 12.73 10.13 6.26 tee 6.13 ew’) SS) 10.03 12.05 
1984 A... 12.13 10.49 6.36 lt S7 6.02 10.47 5.81 10.62 alkey7/ 
NOSES See 12.02 10.41 6.39 E25 5.82 10.24 5.83 8.68 mar 
19S AiO mee 11.46 S307, 6.32 10.97 6.07 10.04 5.90 9.43 10.81 
1SSAuNGe ee 10.50 8.79 6.43 10.69 5.96 9.36 etsy 10.07 9.56 
1OS4D eee 9.84 8.16 6.41 10.83 5.83 9.31 5.63 9.12 8.96 
OS 5h) sere. 9.50 athe 6.29 10.59 5.87 25 Lar idl 9.22 8.45 
IQSSi aes. W227 8.22 6.45 10.77 6.16 13.50 6.48 8.99 9.17 
UCTS Mh scosteone 10.40 8.57 6.48 10.88 6.39 13.16 6.90 9.13 9.39 
UICSIOWAG Spee Shi 8.00 6.34 10.65 6.02 12°29 6.76 9.45 8.75 
SEIS ME re Cron W250 6.38 10.32 5.84 WAZ To WZ 8.84 8.16 
GSS nines 9.33 Oi 6.32 10.35 5.68 W2G2U 6.84 8.00 7.66 
NOSSO ene 9.06 205 6.35 10.12 5.34 mas) 6.61 6.97 7.95 
NOS SiAseee cs: 8.95 Zeke 6.41 9.95 4.79 11.30 5.98 8.00 8.08 
1QS5tSaee ‘Sv Ae) 7.08 6.45 9.75 4.69 W534: 5.74 7.91 8.21 
ISSS\ORne =. 8.53 7.13 6.78 9.45 4.81 11.40 5.87 8.26 8.14 
O98 SalN er es 8.85 7.20 8.04 9.06 4.84 11.44 Soil 7.91 8.08 
GS 5uD eee 9.24 7.07 8.10 9.07 4.83 11.45 SEUET/ 6.60 8.05 
OSGi eee 10.55 7.04 7.06 9.08 4.67 12.60 5.72 8.10 8.10 
NOSGceae ee TASS 7.03 6.00 8.92 4.49 12.45 5.7 8.47 7.96 
ISSO Mee ee 10.19 6.59 5.59 8.42 4.54 Wis Sat 7.20 7.49 
NOS GUAR er. 8.72 6.06 4.97 7.73 4.49 10.46 5.49 8.67 6.87 
1986 Mie. 8.33 6.12 4.62 Hoshi 4.60 10.09 6.62 6.44 6.94 
ISSO NEE eee 8.59 6.21 4.66 7.33 4.60 9.66 6a Sule 6.99 
| O860) seer, 8.26 5.84 4.69 eee 4.63 Q375 6.13 6.34 6.61 
1986°Al 7. 8.33 Sols 4.77 Ts 4.57 9.75 5.62 6.37 6.13 
1986 Sa eene 8.35 519 4.44 7.18 4.64 9.96 §.31 5.76 5.92 
1OSOi@neees. 8.30 5.18 4.30 TES), 4.67 10.87 5.40 6.26 5.93 
1OS6 ING en 8.24 §.35 4.34 7.60 TES 10.89 BBS 5.81 6.01 
1986: Dye 8.22 5.49 4.39 8.00 4.81 10.92 6.17 5.09 6.26 


() For the United States, data represent the three-month treasury bill, rather than the Federal Funds Rate. 
Source: International Monetary Fund, /nternational Financial Statistics. 
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Reference Table 73 


Monetary Aggregates 
1966 — 1986 
(millions of dollars, average of Wednesdays) 
M2 plus 
other non- 
Currency M1 plus M1A plus personal Currency 
and daily other fixed-term + total 
demand interest notice deposits Canadian 
deposits chequable deposits + foreign dollar 
less and non- and currency privately 
private personal personal deposits held 
Currency sector notice term of chartered 
Monetary outside float deposits deposits residents bank 
Year basel”) banks (M1) (M1A) (M2) (M3) deposits 
BOO Ste hee. oooc0.-be2: 3,599 2,361 7,209 — — — 19,748 
EMS eerie << css- tos 3,880 2,585 7,897 — — —_— 22,164 
Oe) eer 3,912 2,774 8,252 8,903 21,764 —_ 25,051 
POON. css cesses 4,299 3,063 8,832 9,471 24,071 — 27,429 
| DOL eee 4,534 S272 9,055 9,714 25,807 32,438 29,310 
|S eee eee 5/095 3,587 10,220 11,298 29,055 35,837 33,565 
RE a esctenccisvvesertss 5,896 4,073 11,679 12,703 32,190 40,896 39,525 
eee 6,811 4,674 13,393 14,390 36,931 47,232 45,085 
yA ee eX) 5,341 14,635 15,649 44,489 59,379 54,625 
TG an ee 9057 6,076 16,643 18,102 15) yASyZ 68,505 64,569 
“21S ee re WO), VTA 6,766 17,990 19,468 57,916 81,368 75,760 
| TE eee 11,168 7,363 19,506 Zips 66,188 94,820 87,840 
| OG noe 122550 8,140 21,472 23,530 73,540 108,421 99,002 
DIC eS errs 13,874 8,863 22,981 25,283 85,113 129,950 118,393 
* SSNO A ocean 14,943 9,445 24,400 Ola 101,216 151,332 139,787 
| Sf eee 16,065 10,035 25,226 29,168 116,392 IZ 15835 162,325 
BO Oe rigescshstvtsses 16,226 10,594 25, 188 30,568 127,080 178,353 171,774 
OS ec cases nasene 16,477 aes 27,708 35,306 134,337 179,291 172,951 
eye oe eee 16,553 12,410 28,662 40,393 140,258 182,970 176,154 
‘(S13 ae eee ee Wear 13,325 29,863 55,095 153,485 1gStouu 186,353 
BOB OUR ae. .ccescrteo 18,437 14,366 31,318 68,272 166,774 205,913 197,883 


() Series unadjusted for changes in reserve requirements. 
Source: Bank of Canada Review. 
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Table 73. 1 
Change in Monetary Aggregates 


1967 — 1986 
(per cent) 
M2 plus 
other non- 
Currency M1 plus M1A plus personal Currency 
and daily other fixed-term + total 
demand interest notice deposits Canadian 
deposits chequable deposits + foreign dollar 
less and non- and currency privately 
private personal personal deposits held 
Currency sector notice term of chartered 
Monetary outside float deposits deposits residents bank 
Year base banks (M1) (M1A) (M2) (M3) deposits 
AS Loy fas eka se ee 7.8 9.5 9.5 — —_— — qo 
WOGS ear nee 0.8 (GE 4.5 —_ — — 13.0 
LOGO Reet 9:9 10.4 7.0 6.4 10.6 — Sh, 
aS AAC) see poner 5.5 6.9 PxS 2G Ue =— 6.9 
Gi albre eeeertere tees 12.4 9.6 238) 16.3 12.6 OSS 14.5 
OW 2mm rete ars they 13.6 14.3 12.4 10.8 14.1 17.8 
DRS IAS Ie: eet rae ys 14.8 14.7 13.3 14.7 hore 14.1 
NOVA asc er e 13.5 14.3 9.3 8.8 20.5 Zon 2 iee 
NOYGRE NG oe oc WE 1 13.8 IGE I/ Ieee Nee. 15.4 18.2 
NCH Sasa, Rite Soto ils} 11.4 8.1 Ue 13.0 18.8 17.3 
VO pam ce tet ros 10.4 8.8 8.4 8.9 14.3 16.5 1529 
NOUS Ree eee ks. 12.4 10.5 10.1 Use Wale 14.3 WAY 
OVO See ree ek 10.5 8.9 7.0 7.4 Tosh 19.9 19.6 
196 Ore eres Tel 6.6 6.2 om 18.9 xs 18.1 
lS foul eld eueenton yee as Ore 3.4 5.8 15.0 13.2 16.1 
OSE eee ot 1.0 5.6 —0.1 4.8 eEZ 4.4 5.8 
iS Ye ke Nestoria oe ees es) Seu 10.0 iy) Saf 0.5 0.7 
NSO AR eerie 0.5 7.8 3.4 14.4 4.4 Za 1.9 
NOSSO Fe eae eas 4.4 7.4 4.2 36.4 9.4 5.8 5.8 
TOSC ee eee ese 6.7 7.8 4.9 23.9 8.7 6.4 6.2 
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Reference Table 74 


Selected Interest Rates: Canada and United States 


1971 — 1986 


Average of last Wednesday of each month 


(per cent) 


United States 


Canada 


Corporate 
bonds 
industrial 
average 
(Moody's) 


U.S. 
govern- 
ment 
long- 
term 
bond 


Bank 
prime 
lending 
rate 


90-day 


commer- 
cial 
paper 
(adjusted) 


Federal 
funds 
rate 


S 
Om 
O® 
eats 
2 
' Ose 
Sovs 
SSS 
S° 82 
te @m.. n 
CODG_G 
Or TOO 
See Ss 
6DGOO 
G6EGa-S 
= 
F © 
SSBSo 
OSC OH 
eri 
mOFno 
eee 
xo, 
ces 
At ee 
20 
Saas = 
pee) oO 
oEQLS 
o= oka 
Ss Ney fe 
fos 
=o 
ee 
85 
Eo 
os 
x 
eg 
Ow 
(00 te 
9s 
G 
® 
> 


10.5 Wale 9.5 10.8 6.3 6.9 6.7 8.3 8.1 og 


She 


9.0 


9:2 


BBO.....2.+:0:. 


(Last Wednesdays, per cent) 


FEB 

MAR 
APR. 
MAY 


1986 JAN. 


00 
Oo) 


9.8 


8.3 


6.8 TA 


5.5 


OFS 11.3 9.8 


8.4 


8.3 


8.6 


JUN... 


Source: Bank of Canada Review. 
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Reference Table 81 

Funds Raised in Canadian Financial Markets, by Borrower 
1962 — 1986 

(millions of dollars) 


General Government 


Persons Non- 
and financial Non- 

unincor- private financial Financial Non- Total 

porated corpo- enter- institu- resi- all 
Year business rations Total Federal (P-L-H) prises tions dents sectors 
OO Zaaeeeeer 1,746 2,053 1,744 828 UTS 143 564 a) 6,112 
VOCS peace Wa. 1,620 2,378 1,074 916 388 823 —42 6,550 
19640 eee. 2,980 2,301 1,850 476 1,050 324 1,089 526 8,796 
1965 eee a 3,150 3,233 WSS —51 1,093 493 915 206 9,039 
TOGO eee 2,406 3,410 2,785 STi 1,438 770 630 486 9,717 
ISO 3,007, 2,805 3,503 1,156 1,609 738 657 155 10,427 
(968 eee SHLOo 2,09) 3,559 1,387 1,411 761 1,016 585 11,496 
WSS) corse coroonnct 4,173 4,294 2,622 417 1,393 812 1,428 10 12,524 
1OOR ae Zee 3,/07 3,747 1,801 1,359 587 202 264 10,892 
NOW aac eeee 4,421 5,494 5,184 2,815 1,524 845 steyi/ 540 16,196 
VO 2 eee 7,627 3,825 Syiliial 1,609 2,249 1,313 1,326 332 18,281 
USS) Aatreeen oe 12,336 6,231 3,399 —54 1,670 1,783 1,896 725 24,587 
OMAR Senne 13,120 9,357 8,591 4,396 2,509 1,686 2,999 1,454 35,529 
Oo ene eeeee 14,068 6,918 13,165 4,027 4,981 4,157 2,270 1,418 37,839 
UD rssranatarecne 18,182 9,200 15,185 4,148 4,176 6,861 3,789 1,441 47,797 
OW eee 16,781 10,327 16,317 8,147 4,620 3,550 3,982 1,538 48,945 
TIC AS Mere tessa 20,374 12,045 24,300 13,887 4,686 Oni 6,243 1,591 64,553 
WO Oe eee 22,428 20,801 IZ us 6,214 3,102 3,199 8,042 2,837 66,623 
tS SOR eee 19,465 23,212 ZalZo 12,498 5,048 4,182 7,898 4,699 77,002 
1OSdE eee. 20,949 36,862 26,990 Ne Sial 8,300 7,313 15,613 4,397 104,811 
TOSS Meena — 1,591 14,541 36,749 19,227 10,554 6,968 8,982 319 59,000 
1983 ee 15,108 4,085 37,048 26,230 el 3,306 7,931 2,496 66,668 
IOS Aare 14,711 ewes 38,983 25,939 8,951 4,093 11,074 3,550 84,553 
VOSS rece ne 24,144 22,367 43,780 34,024 Te(hks3 2,043 18,673 5,841 114,805 
OS Omran ee 33,428 26,161 36,276 19,000 13,215 4,061 26,985 620 123,470 


Source: Statistics Canada, Financial Flow Accounts (13-002). 
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Reference Table 83 
Outstandings in Canadian Financial Markets, by Borrower 


1962 — 1986 


(millions of dollars) 


Persons 
and 

unincor- 

porated 
Year business 
ho (SVAN Oe ae 17,242 
1963.. 19,314 
TIGA eee ee 22,124 
TOGO Ses radecs arcs 25,370 
1966.. 27,094 
Noe site ve, ere 30,667 
WIGS: cove ea 35,618 
1969. 39,326 
TRSIZAD Meee beeps 42,401 
OW lessees AT208 
LC] (pevaeee enone 54,865 
TOGO eer ae 61,819 
LOU Se ee W2-257 
WO Se eee ees 87,458 
Ov Gere ee 104,155 
OTT Hate 118,538 
IOVS 2 kee loo ree 
WOVE ere 155,785 
IGSOR a 172,896 
1S 8M jeeeaeae ye et 185,211 
OBO Se eee. 185,719 
NOSSO eee 200,489 
NOGA ye Fe 210,790 
HIS meee 233,566 
1SBGs ee, 260,753 


Non- 
financial 
private 
corpo- 
rations 


44,725 
47,841 


103,616 
120,788 
140,976 
150,716 
172,648 


194,653 
228,275 
270,875 
317,300 
385,461 


398,479 
405,562 
438,523 
480,794 
527,655 


127,186 
156, 139 
168,065 
190,633 
216,250 


253,477 
292,137 
331,151 
380,943 
421,435 


General Government 


Federal (P-L-H) 
Wess 10,128 
18,888 11,050 
19,364 12,093 
19,313 owoz 
19,892 14,830 
21,048 16,547 
22,433 18,043 
22,851 19,428 
24,651 20,843 
27,468 22,407 
29,077 24,706 
29,026 26,562 
33,456 29,535 
37,487 34,389 
41,652 37,951 
49,777 44,321 
64,039 49,837 
70, 182 52,306 
82,865 58,415 
94,371 66,256 
Vis. 767 77,401 
141,825 84,666 
166,316 94,186 
200,886 104,305 
221,078 120,939 


Source: Statistics Canada, National Balance Sheet Accounts (13-214). 
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Non- 
financial 
enter- 
prises 


6,207 
6,836 


Financial 
institu- 
tions 


13,500 
15,253 
18,503 
52 
22,012 


23,498 
26,210 
29,007 
31,384 
34,098 


39,882 
44,797 
48,039 
53,925 
60,236 


67,247 
79,481 
95,498 
114,164 
146,038 


155,266 
180,389 
USL SS 
215,728 
248,494 


Total 
all 
sectors 


228,666 
248,736 


273,394 


523,998 
619,508 
713,697 
823,775 
966,009 


1,027,063 
1,115,818 
1,215,498 
1,361,755 
1,508,769 


Reference Table 84 

Consolidated National Balance Sheet 
1962 — 1986 

(millions of dollars) 


Non- 
financial 
Year assets 


BE Ry ee casted seer nsec ious touual 154,733 
LOS eae =, Ue aiantieate Sera 166,871 
CL RRS SN Sa acre eee 181,093 
DAIS) bbyeeweuaeh di aes ner oe earners 202,070 
BESS Pen Sn. RAE acess siamo tie ne 226,520 
SIEY). sc uke REE eee eee 247,186 
ie ioe ge Poste ae 265,594 
LISS or ariaenes fel ener eranace bare reeiea, 292,609 
EV AOS Ne an ena ee ee reer 318,400 
CLS. i eee ae eee eee ere 354,215 
a ry Ser ho hicte Be eu ntaeckshe 399,099 
NR Ee en ee aor aera ere 468,368 
SNL tie or oc eee eee DLO or 
SPB pe ear ee ere eee 669, 702 
Me eo Re Neate naan eat Sheen soksoee 756,816 
EHS a Otc <a U er EEE 852,210 
Beye terrae ass Shek coscste nee 963,808 
SAS): 6 RAN Bee fanaa eee 1,116,147 
| SpSkO) Sa eee eka Ree ene eee ner 1,280,226 
518 | is SRC RG SG Neer Soe, Saree 1,460,588 
SSD ENR N Seana enone See 1,579,615 
SESS ed wegeeseae Ona nee eee ere acer 1,670,827 
 SISER oR raer ede aon ceeerien a bck eee eee 1,761,068 
-TESLS sah aoe see gecee SSE Ge FNP er Seto 1,870,843 
OSA). a pee cane eer Be scene cee 2,008, 763 


Net 
indebt- 


edness to 


non- 
residents 


18,032 
18,984 
19,724 
21,961 
23,786 


25,582 


1S 2om 


131,881 
140,955 
151,895 
173,063 
197,306 


Source: Statistics Canada, National Balance Sheet Accounts (13-214). 


tee 


Net 
national 
wealth 


136,701 
147,887 
161,369 
180, 109 
202,734 


221,604 
238,269 
263,238 
288,394 
322,520 


364,826 
431,434 
533,997 
620, 133 
696,516 


784,751 
878,250 
1,016,528 
1,173,551 
1,329,331 


1,447,734 
1,529,872 
1,609,173 
1,697,780 
1,811,457 


Financial 
assets 


164,644 
183,141 
201,568 
223,184 
246,995 


270,924 
298,873 
328,551 
360,498 
398,682 


443,237 
507,832 
590,442 
659,898 
753,747 


57,099 
1,012,825 
1,169,027 
1,355, 112 
1,565, 182 


1,661,591 
1,779,403 
1,934,396 
2,133,838 
2,337,399 


Financial 
liabil- 
ities 


182,676 
202,125 
22 eve 
245,145 
270,781 


296,506 
326, 198 
Soro2e 
390,504 
430,377 


477,510 
544,766 
631,702 
709,467 
814,047 


925,454 
1,098,383 
1,268,646 
1,461,787 
1,696,439 


1,793,472 
1,920,358 
2,086,291 
2,306,901 
2,534,705 


Net 
financial 
assets 


— 18,032 
— 18,984 
— 19,724 
— 21,961 
— 23,786 


— 25,582 
— 27,325 
— 29,371 
— 30,006 
— 31,695 


— 34,273 
— 36,934 
— 41,260 
— 49,569 
— 60,300 


— 67,459 
— 85,558 
— 99,619 
— 106,675 
— 131,257 


— 131,881 
— 140,955 
— 151,895 
— 173,063 
— 197,306 


Reference Table 85 
Recent OECD Economic Indicators 


1977 — 1986 
(per cent) 
1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 
Growth in real GNP/GDP") 
United’States.......kevernaoee 4.7 5.3 Pate, —0.2 1.9 —2.5 3.6 6.4 PT 25 
Ae OF |i Sm Ren eA ek ch ee 5.3 Bee 5.3 4.3 3.7 3.1 3.2 5s 4.7 29 
GERMANY cas ee ee eee 27} 3.3 3.9 ies 0.0 —1.0 1.8 3.0 25 2.4 
FRAN COR te he. cesses oe ere Sal 3.8 3:3 1 OS 1.8 0.7 iS 1.4 2.0 
United Kingdom ..............cce 2.3 3.6 DT —2.5 —1.3 1.4 3.4 3.0 3.5 2.7 
[Gn eee eet seek enter eee 19 al 4.9 3.9 0.2 —0.5 —0.2 2.8 2.3 20n 
Canddatienn etter eee 3.6 4.6 3.9 ES ed —3.3 3.1 Ss 4.0 3.1 
Seven major countries.............. _ 4.6 3.3 0.9 1.6 —0.8 2.9 5.0 3.0 29 
Employment growth 
Whited: States... sects enc... 3.7 4.4 2.9 0.5 ie —0.9 153 4.1 2.0 2.3 
1.3 1.3 1.3 1.0 0.8 1.0 bre 0.6 0.7 0.8 
—0.2 0.6 1.4 is —0.7 —1.7 —1.5 0.1 0.7 1.0 
0.9 0.2 0.2 —0.0 —0.5 0.1 —0.4 —1.1 —0.1 0.0 
0.1 0.8 1.3 —1.0 —3.4 —1.9 —0.5 Und! 1.4 0.5 
0.6 0.6 1.0 0.8 0.5 —1.0 0.2 0.3 0.5 0.6 
1.8 SHS) 41 3.0 2.8 —3.3 0.8 25 2.8 2.9 
— 2.3 1.9 0.6 0.3 —0.6 0.7 1.9 1.3 1.4 
Unemployment rates) 
WnitediStates 2 eer 7.0 6.1 5.8 Ue 7.6 eh 9.6 Hs Wow? 7.0 
“le V ey] a ae Seaton et eltend cerna eee eee 2.0 Dae a 2.0 Df 2.3 2.6 Dal 2.6 2.8 
Geninanyencse swansea 3.9 3.7 3.3 3.3 4.6 6m 8.2 8.2 8.3 8.0 
FRANCE ees... un. eere ee eee 5.0 5.4 6.0 6.4 7.6 8.2 8.4 10.0 10.2 10.5 
United Kingdom ...............:.60 5:3 1 4.8 6.4 9.6 lelkO 11.6 Whe Wled/ 11.8 
[ral Vaebeeetrtinet Sv eR pours see To hol 7.6 les 8.4 9.0 9.8 9.8 10.1 10.9 
Canadanwiess. a ecen tenner. 8.1 8.3 7.4 Use USS Wie 11.9 11.3 10.5 9.6 
Seven major countries.............. 5.4 Oil 4.9 5.6 6.5 Ue) 8.2 eS 7.4 7.4 
Consumer expenditure deflator 
growth 
Writed) Statesi3.a%cxtcse es. 6.5 Tes} 9.2 10:7 9.2 Sai; 4.1 3.8 3.5 2.1 
Vee 4.4 Shi/ el 4.4 2.6 1.9 24 PL 0.5 
3.6 2.8 3.8 5.8 6.2 4.8 3.1 2.0 2.1 —0.4 
9.0 8.8 10.5 13:2 12.8 eZ 9.6 UWE BD 2.2 
14.9 9.2 13.6 16.1 11.4 8.6 5.0 4.8 5,3 3. 
18.2 12.9 0 20.2 19.2 17.0 WEE ge 9.4 6.1 
7.4 7.6 8.5 10.0 11.2 10.3 6.3 4.4 4.1 44 
— Shi 8.3 10.5 9.1 Sys 4.9 4.2 3.8 2a 
Growth of productivity 
United: Statesmen. 006.22 scr 1.0 0.9 —0.5 —0.6 0.8 —1.7 22 2.3 0.7 0.2 
VED aie terre etn eee hee. Sg 4.0 3.8 3.3 2.8 2.0 RS 4.5 4.0 1.6 
GERMAN et cec ee cere ere 2.9 Ph 225 0.4 0.7 0.7 3.3 2.9 1.8 1.4 
PrQNCO A ker, nan peter Ne Sera BP 3,5 BZ 1.0 0.9 ist le) 2.6 es 2.0 
United Kingdom 2.2 2.8 1.4 —1.5 PRY 3.4 3.9 1.3 Pas] 24 
[tal Wis tere seater 1.4 2.0 3.9 3.1 —0.3 —0.4 —0.3 Des 1.8 2.1 
Canadane: hanes ed Wel —0.3 —1.5 0.9 —0.1 Ps 2.9 Us 0.3 
Seven major countries — ZaS Ws} Ors Wes! 0) 22 2.9 lt Wel. 


(1) GNP numbers are reported for the United States, Japan and Germany, while GDP numbers are reported for France, the United Kingdom, Canada and Italy. 

(2) Unemployment rates are on the basis of national definitions. 

Note: Averages for the seven major countries are calculated by using weights based on the GNP/GDP respective shares in 1982. Data for 1976 for the seven 
major countries was not available at the time of release. 

Source: OECD, Economic Outlook, Datatape June 1987. 
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United United 
Japan Germany France Kingdom Italy Canada 
(billions of U.S. dollars) 


States 


Current Account Balances of OECD Countries 
1970 — 1986 


Reference Table 87 


Year 


OFMMM ONTOMN OTYTO +O NTONAD MTOOM THON 
TOC Oo. b> i Bos Fo pl fe THUONNN oOo ame Sj om Ke Fe) NNN Saas Sao 
Te ol ete Ape lille ifhe tn a i i ee eee cir 
TAOWO COWNH NHMOD vw Pree Of oN OG 
—™T-NNO ONNOW MNonon ww Bia rte, aati woot Or CN Qi O'@ 

jibe 4 pap hf ih hee et fal te ii 
CHMOD WONAMRQH OYHON OO ORNS WNTOt OTOL 
NNONM OD tas CS ONOtTT C= barn coal Sh ety 2 coal DM GD jE jl E> | Si ON SG rept as SP) 

Ifill ele ae a | ie als eel 
Ui es crie iig Mes a DS RS I hart pao ec Ve) eae OY 

—-O) NMOOMmW yryNstoO Oo) Orr (> i al YE all Oe) OONOO 

| | | ebm eal | | bal LT 
ol, 
ra) 
O 
~~ 
MODOD H“MrHOO RATTO NOD 2 NYNLTOMNE CAVYTD DOOOT 
OOO <S TODO ououtwaste Mw Fh OOO ON = OO TOS Ox 
oo (ae | ye) © ipsa 
| vo 
(eo) 
ae 
— 
® 
oO 
= 
oO 
Om o;- MME OOWd n~OODO NO 2 OWNOO ~hOr,D oOotOwoo 


NWOOT OMOOM oroow Do T= NAO A= © Oi. Vial SENG TON 
a yell 7 NiGe) stee) (eu ai it =f 
OTODTKO THTANNTO ANTON MO Nite phe Ves Ser uainloecnce) 
Nr wonr~n orasrwor T-ODOO a &) [oleae ete) =-OO OC '©@ OOS sIN 
| | al are FA Iv? SEEN hf (lea (eal! 

(eel 


OrNMtT NORAD Ornnt NO OrNMT NORDD Oranyt 
RRRKR KRRRRKR ©@M@OOD OO RRRKR RRRRKR ©O@O@OOO 
MDMDHD NDHDMDDHD BDAWDDH AD MHMOHND DMMDHDHD BDAHDAOD 
oma ma wey cls Sy yr Cae Se anos SS ee a 


130 


OSC aerate ene mea. 


VOSS eee cries teres hart het 
Source: OECD, Economic Outlook, June 1987. 


Reference Table 88 
International Comparisons of Government Budget Balances 


as Percentages of Gross Domestic Product or Gross National Product (GNP/GDP) 
1970 — 1986 


Weighted United United 
Average'") Canada States Kingdom France Germany Italy Japan 


en 


Central government 


ISI Stesseeiseede otter —3.9 —2.2 —4.4 —3.3 —1.9 29 —7.4 —4.2 
BRUT eee Acsert renee ox oes —3.0 —1.7 —3.0 —4.1 —0.1 —2.2 —4.6 —4.5 
OW nS acs Series seth —2.8 —3.4 —2.3 —2.9 —0.7 —1.6 —4.9 —5.4 
OAC cep ease pn eeaae —3.0 —4.5 —1.3 —3.7 —1.3 —1.6 — 11.0 —6.1 
GVA esate cbeente Syren —2.4 —3.4 —0.7 —2.7 —0.8 = 15 —9.1 —5.5 
GLEXO Bpeae eee ele eee —3.0 —3.4 —2.3 —3.0 —0.2 —1.7 —7.5 —5.5 
TOS ee eecont ats eee —3.2 —2.1 —2.1 —4.2 —1.2 —2.1 —10.9 —5.5 
SE) seers eee —4.5 —5.4 —4.7 —2.8 —2.0 =2el —11.1 —5.3 
ORG wee tn areca: —4.8 —6.2 —5.2 —3.4 —3.3 — 1.6 — 12.0 —4.9 
ICC seen tee aera —4.3 —6.8 —4.5 —3.4 —3:1 =i] =e =A 
BOG OM teeter — —6.7 —5.0 — — — — = 
WORST) ie eee pelt ee ree — —4.9 —4.8 —- — — — — 
Averages 
HOWO= 1974: ie caer ness: —0.8 0.2 —1.2 —1.3 0.9 0.0 —3.8 —0.6 
(CYS EAST. eet arepeeeaseeee —3.1 —3.0 —2.3 —3.5 —0.9 —1.9 —7.9 —5.2 
Total government 
IG IPAS see aeee ecco ae reer —4.2 —2.5 —4.1 —4.5 —2.2 —5.6 —11.7 —2.8 
IQA seater sais —3.0 —1.8 —2.2 —4.9 —0.5 —3.4 —9.0 —3.7 
‘SVL Pee eRe oe pee —2.3 —2.5 —1.0 —3.2 —0.8 —2.4 —8.0 —3.8 
Gl/S ie Se epee teeters ccs epee —2.4 —3.2 0.0 —4.4 —1.9 —2.4 —9.7 —5.5 
1 STAG a eee ee oer ee —2.3 —2.0 —0.5 —3.3 —0.7 —2.5 —9.5 —4,7 
OB Omer ne eee: —2.5 —2.8 —1.3 —3.5 0.2 —2.9 —8.3 —4.4 
ISIS} ieee gee oe eager —2.7 —1.5 —1.0 —2.8 —1.8 —3.7 — 12.3 —3.8 
CLEVE ae ee hela eae —4.0 —5.9 —3.6 —2.3 —27 —3.3 —12.6 —3.6 
TIDE eae ail eset at a ia —4.1 —6.9 —3.8 —3.5 —3.4 —2.5 —11.7 —3.7 
OG Aimee rye: ree eras. —3.3 —6.6 —2.7 —3.9 —2.9 —1.9 — 13.0 —2.1 
OGD Meme cee ee ewer: —3.2 —7.0 —3.4 —2.7 —2.6 —1.1 — 14.0 —0.8 
SIE) sees cope gee —3.1 —5.4 —3.3 —2.9 —2.9 le — 12.6 —0.9 
Averages : 
‘ISAO SIRE: Se ee errr —0.4 0); 2/ —0.6 —0.7 0.8 —0.1 —6.0 One 
LOWS 1 OG li eee: —2.7 —2.3 —1.3 —3.8 —1.1 —3.3 —9.8 —4.4 


ie een ee EE 


(1) GDP/GNP weights expressed in U.S. dollars, based on 1978-1979 averages of exchange rates and GDP/GNP figures. 
Source: OECD, National Accounts of OECD Countries, 1972-1984, Volume ||; Economic Outlook, June 1987; Statistics Canada, National Income and 
Expenditure Accounts (13-001); U.S. Department of Commerce, Survey of Current Business. 
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Reference Table 89 
International Comparisons of Central Government Revenues and Expenditures as Percentages of | 
Gross Domestic Product or Gross National Product 


1970 — 1986 
Weighted United United 
Average!") Canada States!) Kingdom France Germany Italy Japan 
Revenues 
NS Asya cc gotten roccnctre ncdseoee Wa 18.5 18.5 30. 1 20.4 13.9 19.3 8.7 
OO e ee tee shee acer 17.8 Wee 19.4 29:2 21.8 14.2 Ze 8.9 
ESA BRE inate fect Seren aan 17.8 16.8 19.6 PAS) ala 14.8 22.8 8.7 
RSW A SI ah cares heer Re 18.2 15.8 20.1 28.3 20.9 14.8 24.3 9.8 
IKE WAS eee Bees cexceesa ee meee: 18.6 15.7 20.8 29.3 21.4 14.7 24.0 SEI 
OBO anemia sat Om 16.3 20.9 30.5 22.3 14.5 27.2 10.4 
OB rate code ate ae vet 19.8 18.3 Za S2ni 22.9 14.5 28.0 10.8 
NOS 20s es cree ome cerete tus 19.8 WGI 20.9 S2an 23.1 14.7 33.2 11.0 
Choke espaceeanetn ose nena 1OES Wee 20.1 31.9 22.3 14.8 33.6 THS 
OGG a tas eee ae rare cot 19.6 WAZ 20.1 32.5 22.4 14.9 33.7 11.9 
OS 5 eee caneran tec eet = Ws 20.4 = a = == = 
Ute Tel oh-pansctrberscsnanoseecaccecsceee == WS 20.3 a = = — == 
Averages 
TOTO OT AL ee reen rea 17.8 18.2 19.3 Sh Ti 21.6 14.3 17.6 10.0 
WSV ASA ISTEY ic cheres neeestentiees 18.3 17.0 20.1 29.8 ans 14.5 23.8 9.6 
Expenditures 
Ihe cha korea pereescodd cenenea te 21.1 20.8 ZS 33.4 Zee 16.8 26.6 WAS 
ROW A SE sos einen ae sreneeenecola 20.8 19.6 (PASS) 33.3 ZS, 16.4 25.8 13.4 
LAS A he pete eee “cna ae 20.7 20.2 22.0 31.9 21.8 16.4 PT 14.4 
OTS renee tare: Meer ata 21.3 20.3 21.4 32.0 22.2 16.5 35.3 16.0 
TREY AS eee arets) Seon 21.0 1951 21.4 31.9 22.3 16.3 33.1 15.2 
(9SOR i et ene 22.1 19.8 23.2 33.5 2219 16.2 34.7 15.9 
NOG lect reat tome terre scat 23.1 20.3 23.8 36.3 24.1 16.6 38.9 16.4 
NOB Oe ee ne meen ahs, 24.3 23.1 PASS 35.5 25.0 16.8 44.3 16.3 
|OS Seer ee een ee 24.3 23.3 25.4 35.3 25.6 16.4 45.6 16.4 
LOCA Rent aces er 23.9 24.0 24.6 35.9 25.5 16.2 45.7 16.0 
WOS Sree eer ea eee = 24.1 25.4 = = == = = 
aC holo peepee deeenen Sect aurea = 22.8 Zor = = = = = 
Averages 
WADI ctesercno see enenote 18.4 18.0 20.5 28.5 20.7 14.3 21.4 10.6 
VASE ARSIES Ie cseeseoscoouecnoreeese 21.4 20.0 22.0 33.2 22.4 16:5 Sil 14.8 


) GDP/GNP weights expressed in U.S. dollars, based on 1978-1979 averages of exchange rates and GDP/GNP figures. 

2) To conform to Canadian national accounts conventions and to facilitate Canada-United States comparisons, the current surpluses of government 
enterprises and interest and dividends received by governments have been added to government revenues and expenditures. In the U.S. national accounts, 
these items are netted out of subsidies and interest payments respectively. In addition, expenditures on the postal service have been excluded from the 
data for the United States. 

Source: OECD, National Accounts of OECD Countries, 1972-1984, Volume |I; OECD Economic Outlook, June 1987; Statistics Canada, National Income and 

Expenditure Accounts (13-001); U.S. Department of Commerce, Survey of Current Business. 
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Reference Table 90 
International Comparisons of Total Government Revenues and Expenditures 
as Percentages of Gross Domestic Product or Gross National Product 


1970 — 1986 
Weighted United United 
Average") Canada States(?) Kingdom France Germany Italy Japan 
Revenues 
33.5 37.4 31.5 39.8 41.2 43.3 31.9 24.5 
34.3 37.1 32.0 39.3 43.5 44.5 33.5 24.1 
34.7 37.4 32.7 38.4 43.4 45.7 34.8 202 
34.6 37.0 32.8 37.1 43.3 45.2 36.6 25.0 
35.4 36.7 33.4 37.9 44.8 45.0 36.2 26.8 
36.2 Sino 33.8 39.7 46.6 45.3 36.8 28.2 
SES 39.8 34.7 41.7 47.4 45.5 38.8 29.7 
37.8 40.4 34.6 42.6 48.4 46.2 42.5 30. 1 
SH 40.0 34.2 41.6 48.9 45.7 45.5 30.4 
37.9 40.0 34.2 41.7 49.8 45.9 44.8 Slit 
38.3 39.9 34.7 41.6 49.7 46.0 44.7 31.8 
38.2 40.4 35.0 40.6 48.7 45.3 44.9 32.1 
Averages 
HOMO OTA. cps e eeoensen S27 SIS 7 32.0 37.6 39:5 41.4 SiS 22.6 
NOT DAVOS dike case cotesencnsecsss Soul 37.6 33. 1 39. 1 44.3 44.9 85.5 26.2 
Expenditures 
WCAG ee peste meee 31.7 39.9 SIL 44.4 43.5 48.9 43.5 27.3 
HOTT Otte sant ttes cabernet esters Clee 38.9 34.7 44.3 44.0 47.8 42.5 Pilate 
TG eect biwcata ate acces 37.0 39.9 SSEI/ 41.6 44.2 48.4 42.8 29.0 
ISAS ase eee eri eee? Sha 40.1 32.8 41.5 45.2 47.6 46.3 30.5 
MOTO eee eras Rese eens menserseo 31.3 38.8 33.0 41.1 45.5 47.5 45.7 31.6 
HOS Oe Wier a eee na Shenis 40.3 6510 43.1 46.4 48.1 46.6 3216 
OS gee ices Fe i easacs Ree onsets 40.0 41.3 SIS). 7 44.5 49.4 49.1 S2ai 33.6 
OS eee rcs ee ee eae, 41.8 46.3 38.2 44.9 51.1 49.5 Hos 33.7 
ISS) Se eee cos coe 41.8 46.9 38.0 45.2 52.0 48.2 SiS 34. 1 
(Ce Seer ener 41.3 46.6 37.0 45.6 SyaT/ 47.8 SST 33.2 
OB Oe ac care cote Sees sees 41.5 46.9 38.2 44.3 52.3 47.1 58.7 32.6 
SYS ee Oa ex oe eercentete 41.4 45.9 38.4 43.5 51.6 46.5 57.4 33.0 
Averages 
1970-1974 33.1 35.9 32.6 38.3 38.7 41.2 37.4 21.9 
1975-1981 37.9 39.9 34.4 42.9 45.4 48.2 45.6 30.3 
Se er ee a Se eee eee 
() See Table 89. 


(2) See Table 89. 
- Source: OECD, National Accounts of OECD Countries, 1972-1984, Volume Il; Economic Outlook, June 1987; Statistics Canada, National Income and 
Expenditure Accounts (13-001); U.S. Department of Commerce, Survey of Current Business. 
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Reference Table 91 
International Comparisons of Government Tax Revenues‘” 
as Percentages of Gross Domestic Product or Gross National Product 


1970 — 1986 
Weighted United United 
Average) Canada States Kingdom France Germany Italy Japan 
Central government 

EAS a erica ae scanner? 16.5 16.9 18.5 26.3 18.6 13.0 14.8 10.1 
VOOR ote eee eee 17.0 16.3 19.2 25.3 Whe 13.2 16.5 10.3 
LOWER eee renee ts liye 15e1 19.4 Zon 19.3 SH 18.1 10.3 
| O17 ae eee mene eet ae NAS 14.0 19.8 24.5 1Q#2 13.5 19:5 bpieré 
TOUS Seid ee ae ore 17.8 14.0 20.3 2OWs 19.7 13.4 18.6 11:5 
SSO Ree en ree citer 18.2 14.6 20.4 26.5 20.4 13.3 20.5 124 
dS eset Mer coer tare cnenc eect 18.7 16.5 Al |. 27.8 20.4 13.1 2NeL 12.2 
1982 tee ere eens 18.4 16.1 20.2 28.3 20.8 12.9 23:9 ae 
HOSS Se tih es ote eens tore 18.2 15.4 19.4 27.8 20.5 1ZE9 25.4 12.6 
NOGAR Soe eee 18.4 15.3 19.3 28.2 20.6 12.9 25.2 12.6 
CLS 4S): eed eraneatreenee eendacnac ty = StS Ske == — = — —_— 
ISOCRe eet ee rer was os 15.9 NOT = = = = — 

Averages 
TSAO SE occa snstcnocsen: Weer 16.4 19.3 Zou 19.8 13.3 14.5 11.3 
WRASSE osereccenereacicce: WKS) 15.3 19.8 20.9 19.6 13.3 18.5 12.8 
30.8 31.1 29.0 35.6 38.3 40.9 29.4 22.5 
31.4 30.7 29.7 35.0 40.4 42.1 31.2 22.0 
31.9 30.6 30.0 34.2 40.4 43.2 32.6 23.0 
31.6 AS) S: 20:8 33.1 40.5 42.4 34.1 22a 
S21 FBS) 30.1 33.7 41.9 42.2 33.7 24.4 
32.8 29.5 30.2 35.3 43.5 42.4 35.7 25.4 
33.5 31.6 30.7 37.3 43.6 42.4 37.2 26.7 
33.6 32.1 30. 1 38.0 44.6 42.5 39.9 26.9 
33.6 31.3 29.6 37.6 45.3 42.0 43.0 Za 
33.7 31.3 29.5 37.7 46.2 42.2 42.2 27.6 
33.7 31.4 29.8 Sige 46.1 42.2 41.9 28.2 
33.9 32.3 30.0 37.2 45.3 41.7 42.2 28.4 

Averages 
NOLO el Oi Aer eee 30. 1 30.9 a8) Uf 32.8 36.8 38.7 28.7 20.9 
WSS) = WSIS so sya ancoenocn sce. 32.0 30 2o59 34.9 41.2 42.2 33.4 23.8 


() Total tax revenues consist of direct taxes on persons and corporations, indirect taxes, and social security contributions. 

(2) GDP/GNP weights expressed in U.S. dollars, based on 1978-1979 averages of exchange rates and GDP/GNP figures. 

Source: OECD, National Accounts of OECD Countries, 1972-1984, Volume Il; OECD Economic Outlook, June 1987; Statistics Canada, National Income and 
Expenditure Accounts (13-001); U.S. Department of Commerce, Survey of Current Business. 
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Reference Table 92 
international Comparisons of Total Government Principal Tax Revenues 
as Percentages of Gross Domestic Product or Gross National Product 


1970 — 1986 
a SS SE ee 
United United 
Canada States Kingdom France Germany Italy Japan 


nn nt EtEEEEIESEIISI SUSE 


Taxes on individuals”) 


BNC) Ohman sche conse gah te dak hare teev ected 9.9 She. ibe 4.8 8.9 4.2 4.0 
SP eS ASP eee ee 10.5 9.4 14.2 Bat 10.6 5.3 5.0 
GIST ORES eee ee See err ere oe 10.4 10.9 ale, 6.2 10.9 9.6 6.2 
ROU ae Ree atic cay esnce eran csonecesesc eo vateaseree 11.0 Wakes} alee: 6.4 10.5 11.0 6.6 
SEE eS se eee ee We, Wee 11.4 6.5 10.4 12.0 STE 
BOBS es os eute eter eeexercns. Sik seaduande ti dnstene 11.4 10.3 10.9 6.9 10.1 13.0 6.9 
TICLE EE tee oe ee eer eT dei 10.0 10.8 7.1 10.1 12.9 6.8 
OGD eben e au cement escinvsce cpa adais TiS 10.4 10.8 6.9 10.3 12.9 6.8 
IB sc ee teks Mere va ed mera 12.2 10.5 11.0 6.7 10.1 12.8 7.0 
Taxes on corporations 
(COR ee See eer 3.4 3.4 3.1 2.4 1.8 1.3 4.2 
HO Silo aicdic haem ceriaeen sre steegaepes earths 4.4 3.2 1.6 22 1.4 1.4 4.5 
NOOO! ser ection Arlene cease eevee laecers 3.9 3.2 2.3 2.4 1.8 nO 4.6 
OES lid Se calseec em ch oc vatintt nw cesaee 3.6 if 2.9 2.4 ee 1.8 4.7 
«| CLEP sect tees ee te aerate A 3.1 2.0 3.3 Ps a7 2.1 4.7 
CESS eee cr ee eres 3.0 2.3 3.4 22 1.8 25 4.7 
BOCA Mer ae ee eae iusiecnayee 3.4 2.6 3.7 22 2.0 2.3 5.0 
‘(ChE SS yes ee een ee nee eer 3.2 2.3 3.8 2.3 2.2 25 5.3 
TISESXENES SS eee teas <8 Se er nenner eer em or Pal LIS 3.0 PT 2.0 2.5 5.0 


(1) Excluding succession duties, estate taxes, and the withholding tax in Canada, and estate and gift taxes and other personal taxes in the United States. 
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Reference Table 92 (continued) 
International Comparisons of Total Government Principal Tax Revenues 
as Percentages of Gross Domestic Product or Gross National Product 


1970 — 1986 
United United 
Canada States Kingdom France Germany Italy Japan 
Social security contributions 
VSO ese trea re eae eee tee ech cae ee 2.8 6.2 Onl 14.6 12.6 leg 4.3 
UTI te ce el Penn a Bee re Wy Re Shs: i25 6.5 life 16.3 14.0 6.4 
IRC Le 0 aR ae erate ent nee Ue ee Renae 6 3.4 8.1 6.1 20.2 16.8 14.7 fies: 
OG pene ee wee a ee ot ee 3.8 8.4 6.3 20.2 17.4 14.9 7.8 
RS Ree ra ae en 4.0 8.7 6.5 20.9 17.8 ikene/ 8.0 
TNO GS) 4 20. Cones CROs he er ee 4.2 8.7 6.9 PAS 17.4 16.3 8.2 
NS BA ts erik iter Meee a ecmrcn See 4.2 8.8 6.9 21.8 ae! 15.9 8.1 
TOG SR ee ee eee ort ers) eee 4.4 9.0 6.9 21.8 17.4 15.8 8.2 
TOSS eee eaecees eco eee 4.5 9.0 6.9 Zils Ue: 15.8 8.5 
Indirect taxes 
WOT Oana ree reer Rane One a err 13.4 9.0 16.0 ee ikhz Aee: Tek 
NCH Aaya atin os eee etn sa Pah aR eke es 12.4 BYS 13:3 14.0 WATE ‘sh ff 6.6 
OS Oe Pe he meee ao ee ee eS 7.4 15.8 14.7 13.0 9.9 7.4 
VO Gil cete er tae earner en! cance ee 12.9 a8 16.8 14.6 12.8 9.5 7.6 
UO BZ ee UIs Seidl Cee ton edt Aaa ee 12.9 Wall 16.8 14.7 12.6 10.1 (hs 
HOB SU ee cere tote eeee ce hetero en ae 12.4 7.8 16.3 14.7 12.8 ae 7.4 
HRC he Ci a ay ei Ryn CON EP it OR ae Ge ah 12.4 Tol! 16.3 Oat 12.8 Wie hal 
TOGO SY daiitrisere oa teat can aims ee ee WS) Well Ost Soul 12.4 10.8 is 
NOS rere Reh se Cole cemetnr (eel caer 12.6 Ud 16.3 14.5 Heal 11.0 8.0 
Total taxes 
RS TAOS einen es rer cae Pa er ner ak. ote rte 29.5 28.5 39.2 SiO 36.5 28.6 19.7 
TOG ake siete ee acre cererstele cS nee eter 30.8 28.3 35.6 38.3 40.9 29.4 EAS 
POSO Ati: ee ara ache se ee 29.1 29.6 Chohie! 43.5 42.4 35.7 25.4 
WOH sete: dusheka cee eae tata AW, eee Silo 30.2 SHES 43.6 42.4 See 26.7 
NOS Bidet ct be teeetes mre Nc at ae 31.8 29.6 38.0 44.6 42.5 39.9 26.9 
ASS SE RAS Presta Oh anit aden eth tne eae tate Sila 29.1 Si6 45.3 42.0 43.0 A 
VO Balan Eek emt ibeber cmt oy He rere 60 29.0 Sill 46.2 42.2 42.2 27.6 
1G BS siesta oecin mince ean rok: hS.e teeen te Sil. 29.4 BS) 46. 1 42.2 41.9 28.2 
19 BG eaten Sem nce kine etre tee eee 32.0 29.7 SiheZ 45.3 41.7 42.2 28.4 


(2) Social security contributions in Canada consist of: employer/employee contributions to the CPP/QPP; employer/employee contributions to federal 
pension funds; employer/employee contributions to the unemployment insurance fund; employer/employee contributions to PLH public service pensions; 
and workers compensation and industrial vacation claim. 

Source: OECD Economic Outlook, June 1987; Statistics Canada, National Income and Expenditure Accounts (13-001); U.S. Department of Commerce, Survey 

of Current Business. 
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Reference Table 93 
International Comparisons of Total Government Principal Tax Shares 


1970 — 1986 
eee eee SS eee 
United United 
Canada States Kingdom France Germany Italy Japan 


ee aaa SS aera 


Taxes on individuals" 


CAI Ae eek er ve eaten eee ct 33.5 34.7 31.4 13.0 24.5 14.7 20.2 
TSA ee ei er tt tice ip ct eae 34.2 32.0 40.0 13.3 26.0 18.0 22.3 
OSU kien eee emrt ace rere es 35.6 37.0 31.4 14.3 2516 26.8 24.4 
SES Ra Ls Ee BR eee St eet Pee Peer ea SOnl Si55 30.4 14.6 24.8 29.5 24.7 
CRASS ea no eee ame rr maT 37.0 37.8 29:9 14.5 24.4 30.1 24.9 
OG Seen een wee Reet 36.8 35:5 2S). | 15.3 24.0 30.2 25.6 
HO BAe eee ee teen cee eee apecacee” 35:8 34.3 28.7 15.4 23.9 30.6 24.7 
HOS eee eee ce OE faa at con tng 36.2 35.3 28.8 15.0 24.3 30.7 24.0 
OSG eee ee eee rae ie Rate 38. 1 35.3 29.6 14.9 24.4 30.4 24.4 
Taxes on corporations 
HOO ereee nee ee ac cee eere cre mann oe dss Wiled 12.0 8.7 6.4 5.0 4.4 21.6 
CHAS) Oe Cone recente ero rare 14.2 11.4 4.6 5.6 3.4 4.6 20.0 
HO SONG eres cots apr arcu 13.4 10.7 6:5 5.4 4.2 4.4 18.0 
OG mere rae eee ar ect asicha ven: WAS 8.9 WH 5.6 3.9 4.8 tse 
HOG Diyas tee ieee tears cess 8) 6.9 8.6 Y/ 4.0 5.2 17.4 
NO SS ee emcee cette nhen tara cea ts 9.8 Heo oa 4.9 4.2 ee: 17.3 
OS AMOR rind cctrrercacrat abe tthe 10.8 8.8 SES, 4.8 4.7 5.4 18.1 
HSS Seren eed Sree, charts ot exes 10.4 19 10.1 5.0 Sal 5.8 19.0 
UGS cee a cca eeseesaeene oe eee 8.6 8.4 8.1 SES) 4.9 6.0 17.6 
Social security contributions®) 
NOM Oe eae ee eee ren earth eesti 9.4 PANT 14.4 39.4 34.4 41.8 22.0 
HOS a eee et te, erence sacra 11.3 26.5 18.2 44.5 39.8 47.6 28.5 
LOGO Mee Rete ey ree B css Wey 27.3 17.2 46.5 SOLO 41.4 28.7 
NO Siler este cree esse rcc it Aiacemnnts We 2ioll 16.9 46.4 41.0 40.0 29.3 
OGD ees irene ee cheer eaten. tee 12.6 29.3 Wee 46.8 41.9 39.3 29.8 
OSS ete eee ihe amse tanec 13.6 29.8 18.4 47.4 41.3 38.0 30.1 
OS Are ee Pere re ee ese piierseensnes 13:5 30.3 18.3 47.1 41.0 37.6 29.4 
OG Sete eee ot teee eee oe tans t 14.0 30.6 18.3 47.2 41.1 SHAS 29.2 
HOS Ome rer kate crc acne ontnesn ert 14.1 30.4 18.4 47.1 41.7 37.5 30.0 
Indirect taxes 
OO Meee eee wee cee nase ences 45.4 31.6 45.4 Anko 36.1 39.1 36.2 
TRSWASN ines oe iS a cee eee ee aeene 40.4 3051 37.3 36.6 30.9 29.7 29.2 
NOS Oe ees ree es ter Rees nls ase 39.3 2%, | 44.9 33.8 30.7 27.7 29.0 
HOG ere eee eee teeta n ts ce 41.2 POS 45.0 33.4 30.3 25.6 28.4 
NOS DI ene Ree err ia hese mae see 40.6 26.0 44.3 33.0 29.7 25.4 27.9 
OSS ieee created Meester sates: 39.8 26.8 43.4 32.4 30.4 26.0 Zea 
NOGA ener eerererere ee eee ares.: 39.8 26.6 43.1 S2ali 30.4 26.4 27.8 
TOSS Re ere ant an seere cn ues 39.4 26.2 42.8 32.8 29.5 2o9 27.8 
1986 39.3 PASS, 43.9 32,1 29.1 26.1 28.1 


(1) see Table 92. 

(2) see Table 92. 

Source: OECD Economic Outlook, June 1987; Statistics Canada, National Income and Expenditure Accounts (13-001), U.S. Department of Commerce, Survey 
of Current Business. 
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